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Quadragesimo Anno: 


an American Symposium 


Twenty-five years ago, on May 15, 1931, Pope Pius XI issued his epochal 
decument on reconstructing the social order, known from its opening words 


as Quadragesimo Anno. 


In the years between, tremendous changes have come about for the world 
and its economies. The ideals of Quadragesimo Anno have somewhat differ- 
ent relevance today than they had in 1931, when it appeared. 


To commemorate the anniversary, SOCIAL ORDER presents a symposium 
on Quadragesimo Anno as it is related to the American scene of 1956. Pius 
XII reminded us recently how important is this work of understanding 
principles in the light of concrete situations and of evaluating concrete situ- 
ations in the light of principles. Writing to two delegates to the International 
Federation of Christian Workingmen’s Movements, he said: 


Furthermore, only through international cooperation are we able to gain 
accurate insight into the situation and the needs of Christian, particularly 
Catholic, men and women, who must work for an employer. There can 
be no doubt that this picture is much more varied and diversified than at 
the time of the encyclical Rerum Novarum. The reason for this, as you 
know well, is chiefly the disparate economic growth of various countries, 
especially in their industrial development, but also in their agriculture. 
Your “International Federation” will be able to shed light on this picture 
through the exchange of information and through its own research, and 
thus render service to the Church whose social teaching is not only to 
furnish guidance for activities of practical life but also to gain insight 


from the practice.’ 


1 Letter of Pius XII to Rev. Herman Schmitt and Mr. Joseph Gockeln, delegates 
of the International Federation of Christian Workingmen’s Movements, May 
20, 1955. Emphasis added. 





“It is not enough to have men of good will; 
there must also be a framework of society 
which of its nature is in accord with God’s law.” 


THE MESSAGE OF 
Quadragesimo Anno TODAY 


JOHN F. Cronin, §.S. 


HEN Pope Pius XI wrote his 
encyclical on the fortieth an- 
niversary of Rerum Novarum, 


he eulogized his predecessor in the 
words of Isaias: “He shall set up a 
standard to the nations.” Surely no less 
a tribute can be paid to the memorable 
encyclical which not only perfected the 
work of Leo XIII but went far beyond 
it in a broad, deep analysis of social 
problems and social order. 


The 25 years since the publication 
of Quadragesimo Anno (hereafter, Q. 
A.) have produced enormous social, 
economic and political changes. It is 
no small tribute to the vitality and in- 


? 
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sight of this document that it is still 
consulted by Catholic and non-Catholic 
scholars as a guide to present situations. 
This interest is not confined to the en- 
during moral principles and judgments 
contained in O.A. It also extends to 
judgments on contemporary history and 
to recommendations for lasting reform. 

The encyclical was written against a 
background of economic tragedy. In 
1931, worldwide economic depression 
reached its nadir in most countries. 
Unemployment was rife. Many felt that 
the capitalist system was on the point 
of collapse. Thinkers everywhere 
sought a more viable method of produc- 
ing needed goods and services. Articles 
and books proliferated on such sub- 
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jects as economic planning, socialism, 
communism and fascism. In addition, 
many fads had their followers, and 
these were not always men of insignifi- 
cant social stature. In the United 


States, we had technocracy, the money 
ideas of Father Coughlin and the grow- 
ing appeal of Townsendism, to men- 
tion a few examples. 


CONDEMNED ABUSES 

Against such a background of hys- 
teria, the calm words of the Sovereign 
Pontiff were reassuring and providen- 
tial. Yet he did not hesitate to denounce 
the abuses and evils which contributed 
to worldwide cataclysm. His excoria- 
tion of the unconscionable distribution 
of wealth and income in his day, and of 
the spirit of liberalism (in the Euro- 
pean usage of the term) which pro- 
duced and sanctioned it, was nothing 
less than violent—in the spirit of the 
gentle Christ whipping the money- 
changers from the Temple. Likewise, 
he was relentless in characterizing the 
real nature of the economic dictator- 
ship, financial malpractice and con- 
scienceless greed which were debasing 
man in the very process that perfected 
and ennobled material goods. 

Today American Catholic social 
scientists are occasionally embarrassed 
when a zealous reformer in our midst 
applies these denunciations to the “new 
American capitalism” of 1956. Two 
decades of social reform have changed 
the face of the United States in regard 
to abuses which were painfully evident 
here in 1931. While we still have social 
problems and some serious exploitation 
in certain areas, it is simply unhistorical 
to apply these passages to present-day 
America. Income distribution is tend- 
ing toward equalization at constantly 
higher levels. Individualism has yielded 
to extensive state control. Powerful 
labor and farm organizations, in addi- 
tion to government, have provided 
“countervailing forces” to the economic 
dictatorship of the Twenties. 
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But there are areas of the world to 
which the fulminations of Q.A. may 
still be applied literally. Cartelism and 
the restrictive mentality still flourish in 
some areas of Europe, leading to high 
prices, low production and great dis- 
parity in income distribution. Many 
parts of Latin America, Asia and Afri- 
ca are underdeveloped, partly because 
native capital prefers the high and risk- 
less returns of money capital to the 
constructive use of funds in promoting 
national development. 

Some socialist critics thought the 
Pontiff too harsh in refusing to let 
Catholics become socialists, even though 
the beneficent changes in this system 
were acknowledged. But the hard anti- 
clericalism and Marxism of certain con- 
temporary socialist unions and parties in 
Europe make this judgment still quite 
timely. As to Pius’ brief but scathing 
reference to communism, the reader 
need only be referred to the later 
magisterial encyclical “On Atheistic 
Communism.” This document, written 
in 1937 when much of the world was 
engaged in various kinds of wishful 
thinking regarding the Kremlin and its 
policies, is still so timely that it could 
have been issued but yesterday. Those 
who do not believe in the divine guid- 
ance of the Church must at least con- 
sider this as one of the greatest politi- 
cal prophecies of recorded history. 

These background references to Q.A. 
should serve to remind us that this 
document achieves timelessness as near- 
ly as any message addressed to change- 
able humans. Yet it would be a mistake 
to treat the encyclical as if it were the 
Decalogue engraved in stone on Sinai. 
Like any papal pronouncement on 
social questions, it is a combination of 
eternal principles, based on natural law 
and divine revelation, and of applica- 
tion to contemporary situations. There 
is a mixture of stern and certain judg- 
ment on some points with somewhat 
hesitant prudential suggestions on oth- 
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ers. As historical situations change, 
some judgments and prudential advice 
directed to these conditions are bound 
to be dated. What must amaze the 
objective historian who is not a believer 
is the high quality of these judgments 
as compared with other contemporary 


writings. 
framework of 


ITHIN the 
authoritative Church writ- 


ings, there is a definite genius attribut- 
able to Pius XI, as compared with the 
genius found in the writings of Leo 
XIII and Pius XII. Leo worked against 
the background of the nineteenth cen- 
tury, when problems seemed to be less 
complex. His remedies were fairly un- 
complicated: defense of private prop- 
erty against socialism, the promotion 
of labor unions and social legislation to 
better the condition of workers. 

By contrast, the present Holy Father 
faces social conditions which are so 
complex that the individual is in dan- 
ger of being swallowed by the economic 
and political giants of our day. As a 
result, Pius XII is preoccupied with the 
need for decentralizing power. He fa- 
vors wide diffusion of property owner- 
ship and the promotion of small busi- 
ness as means of keeping effective pow- 
er close to individuals. He fears exces- 
sive nationalization, forced and central- 
ized comanagement in industry and any 
monopolistic and bureaucratic trends 
that may have crept into the labor 
movement. 

If, as a rough generalization, we may 
say that Leo XIII and Pius XII were 
primarily concerned with the individ- 
ual, Pius XI gave first emphasis to the 
social institutions that deeply affect 
man’s progress. It is no accident that 
the word “organization” appears so fre- 
quently in Q.A. The term “institution” 
appears in the Latin text itself (ac 
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reformationem quidem institutionum). 
Frequent references to “‘social justice” 
have caused much discussion among 
moralists about the precise meaning of 
this virtue. But there is wide agreement 
that this form of justice involves or- 
ganization and the right ordering of the 
institutions of mankind, so that the 
common good will be promoted. 

This strong emphasis upon institu- 
tions is of the essence of O.A. While. 
the elements of greed, avarice and lust 
for power are given due consideration, 
the main stress is not upon individuals 
as such, but rather upon the attitudes, 
customs, institutions and laws which 
affect men of good will and men of ill 
will alike. The pope sought to probe 
deeply into the basic elements of the 
existing social order, to pass moral 
judgment upon them and to suggest 
deep-rooted reforms so that socioeco- 
nomic activities would be directed ac- 
cording to God’s purpose in creating 
man and material goods. It is not 
enough to have men of good will; 
there must also be a framework of so- 
ciety which of its nature is in accord 


with God’s law. 


OLLOWING this analysis, most of 
the remainder of this paper will 
be given over to a discussion of so- 
Cioeconomic institutions, as seen by 
Pius XI. Since the emphasis is upon 
the message of the pontiff today, this 
will not be a mere historical analysis. 
The treatment will be selective, with 
first consideration going to points 
which are of current importance. 
Before treating specific institutions, 
however, some attention should be giv- 
en to the underlying assumption of the 
whole encyclical, namely, that the 
Church has the right and duty to give 
moral pronouncements on _ socioeco- 
nomic matters. Implicit in this as- 
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sumption is the idea that there is a 
moral aspect to economic life, and that 
the Church can make sufficiently con- 
crete judgments upon the subject to be 
useful to all mankind. 


To the Holy Father, the idea of a 
moral aspect to economic matters de- 
rives immediately from the concept of 
divine purpose in the universe. Granted 
a teleological concept of the world, 
then no phase of human activity can 
be divorced from an ultimate reference 
to the Creator. This is not merely a 
matter of good will or proper intentions 
on the part of those involved in eco- 
nomic life; it is a question of the inner 
purpose of the things and institutions 
themselves. For example, material 
goods were created to serve man, not to 
dominate him. Economic life must min- 
ister to the dignity of the human per- 
son, the needs of the family, and the 
proper relationship of material, cultural 
and spiritual values. 


Such a concept of the world would 
not be strange to the student of St. 
Thomas Aquinas. It was magnificently 
portrayed by R. H. Tawney in his Re- 
ligion and the Rise of Capitalism and 
by Amintore Fanfani in his doctoral 
thesis, Catholicism, Protestantism, and 
Capitalism. In the framework of a 
divinely ordered universe, economic life 
may not be autonomous. While the 
laissez-faire liberalism that provoked 
this judgment may be dead in much of 
the world today, such a judgment still 
needs to be reaffirmed against a human- 
ist materialism that distorts the proper 
perspective of material wealth. Order 
and purpose are central in the divine 
plan. Deviation from this order is 
bound to cause widespread derange- 
ments and social evils. 

When moral and religious pronounce- 
ments are made on economic issue, it 
is important to distinguish between 
technical matters, which are not the 
concern of the Church, and _ those 
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things which are connected with the 
moral law. This distinction, evident as 
it may seem, is not easily applied in prac- 
tice. Prejudice, self-interest or con- 
fused thinking cause some unduly to 
narrow or enlarge the area of moral 
judgment on economic life. Those in- 
terested in preserving the status quo 
are predisposed to claim that many 
areas are purely technical and hence 
off-limits for the moralist. Those with 
a reforming bent sometimes press for 
objectives which are morally desirable 
but which may be impossible of 
achievement in the present state of eco- 
nomic society in a given country. 


MIXED AREAS 


Even were we to reach agreement in 
applying the distinction between pure- 
ly technical and moral aspects of 
industrial society, there are still mixed 
areas which cause trouble to men of 
good will. Moral principles are not 
easily applied in economic life. Very 


often prudential judgments must be 
made which in turn call for precise 
knowledge of social situations, plus in- 
sight into techniques and methods of 


reform. In such areas, men of good 
will, who accept the same moral prin- 
ciples, may differ in making practical 
judgments. A good example of this 
is the moral aspect of “right-to-work” 
laws. The key point in this contro- 
versy is the practical judgment that 
such laws, in effect, hamper legitimate 
union organization. 

In such mixed areas of practical 
judgment, it is necessary to move with 
extreme caution. It is an error, un- 
fortunately too common, to clothe one’s 
practical judgments with the same 
sanction and authority as the moral 
principles which one is applying. But 
it is equally pernicious, but not un- 
usual, for moralists to write about issues 
of the day, blithely prescinding from 
the social research required to make 
an effective practical judgment in the 
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field. Extreme approaches, for exam- 
ple, created headlines during 1955 
Catholic controversies over right-to- 
work laws. Since the general public 
considers all clergymen as spokesmen 
for the Church, even though they do 
not have the teaching authority of the 
popes and bishops, the authority of 
moral principles suffers in the eyes of 
this public when they are misapplied 
in practice, either through faulty eco- 
nomic analysis or the unwillingness to 
make the economic judgments neces- 
sary to apply such principles. 

These points are quite important in 
the application of the principles of 
Q.A. to the problems of our day. Many 
men of good will and high intelligence 
are doing their utmost, in spite of some 
disagreements among themselves, to 
imbed these principles into current so- 
ciety. Their work suffers when bitter 
public controversies are provoked by 
the misguided extremists just referred 
to. Such differences offer to many the 


excuse, eagerly welcomed, for doing 
nothing about social reform on the 
grounds that there are no certain prin- 
ciples to follow. 


WIDELY ACCEPTED 


As to Catholic acceptance of the 
principles laid down in these social en- 
cyclicals, there should no longer be any 
possible question. Pius XI enunciated 
clearly the right and duty of the 
Church to make moral judgments on 
social and economic matters. His suc- 
cessor, in Humani Generis, made crystal 
clear the fact that express papal doc- 
trinal teaching in encyclical letters is 
authoritative and binding upon the 
faithful. Of course, not everything in 
an encyclical is doctrinal. There are 
also appraisals of contemporary history, 
disciplinary rules, prudential judgments 
and suggestions which are not meant 
to be commands. But when the pope 
is clearly teaching on faith and morals, 
even though he may not be speaking 
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with the solemnity of an infallible defi- 
nition, no Catholic is privileged to dis- 
sent. 

There is no reason why these state- 
ments should cause nonbelievers to shy 
away from the social encyclicals, as 
if they were exclusively statements of 
Catholic dogma unacceptable to out- 
siders. On the contrary, the great bulk 
of moral teaching in these encyclicals 
is based either on natural law, or on 
general principles of the Christian tra- 
dition, equally accepted by Protestants 
and often embraced, in slightly differ- 
ent language, by non-Christians. Nat- 
ural law, in particular, should be 
evident to any man who thinks deeply 
and without theological prejudice about 
the nature of man, society and the pur- 
pose of material things in relation to 


man. 


IVEN the fact that the pope had 

both the right and the duty to 
judge the existing economic order from 
the viewpoint of moral and religious 
truth, it is interesting to note the cur- 
rent significance of his judgments. 
First we note that he rejected both in 
theory and in practice the philosophy 
of liberalism. 


LIBERALISM 


Laissez faire was rejected in theory 
as embodying a false notion of man, 
of society, of the state and of economic 
life. Its view of man was false, be- 
cause it subordinated the person to the 
impersonal play of economic forces, 
instead of making man the center of 
economic life. It led to a false con- 
cept of society, inasmuch as it broke 
down the rich structure of intermed- 
iate social life, leaving only individuals 
and*the state. The state in turn was 
considered only as a bystander, with 
little right to protect the common wel- 
fare or to intervene in economic affairs 
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when the general good demanded it. 
Finally, liberalism considered economic 
life as a battleground for harsh, com- 
petitive strife, instead of a co-operative 
effort to meet man’s needs through 
provident use of scarce resources. 

The evil fruits of liberalism in prac- 
tice reinforce the theoretical judgment 
made against it. Its early phases were 
characterized by ruthless competition, 
leading often to the survival of the 
least scrupulous. This in turn led to 
a second phase in which financial oli- 
garchs created and apportioned empires 
of industry, and indeed loomed as su- 
perstates overriding the majesty of 
government itself. In the international 
area, some were economic imperialists in 
the interests of a perverted nationalism, 
others chose a form of internationalism 
that made money their sole gauge of 
patriotism. 

It would not be difficult to exem- 
plify this trend in terms of American 
economic history. The nineteenth cen- 


tury was the era of individualism, and 
the early twentieth that of empire 
building. When reaction set in under 
the New Deal, the strong power of the 
federal government was employed to 
curb the worst abuses of the titans of 


finance and industry. The calming 
down period of the Eisenhower Admin- 
istration has not changed the essentials 
of social control and regulation. In 
the meantime, as was noted earlier, 
countervailing forces of farm and labor 
groups have reinforced the government 
in its efforts to curb economic indi- 
vidualism. We may well be advancing 
toward a more ideal condition, under 
which needed social controls will not 
be largely administered by the state. 

In the United States today, the situa- 
tion is spotty. It is a safe generaliza- 
tion to say that big business and high 
finance give evidence of having ac- 
cepted their social responsibilities in 
varying degrees. By contrast, smaller 
firms, and especially firms in newly 
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industrialized areas of the South, still 
exhibit much of the spirit of individu- 
alism, even though their practice may 
be restrained by law. One of the para- 
doxes of our times is the tempering of 
judgment on the part of reform groups 
toward the economic giants that they 
denounced so lustily, and with justifi- 
cation, only two decades past. Yet the 
reforms that we can rejoice at here are 
by no means common throughout the 
world. In parts of Western Europe, 
and much of Asia, Africa and Latin 
America, economic liberalism still holds 


sway. 
COLLECTIVISM 


After rejecting liberalism, the Pon- 
tiff found equal fault with collectivism, 
both in theory and in practice. He 
could not accept the theory of social- 
ism, even though he conceded benefi- 
cent modifications on the part of many 
socialists. It still exaggerated the role 
of economic life in human society. 
Even stronger, as would be expected, 
was his denunciation of communism. 
As we noted earlier, his 1937 analysis 
of this system is most pertinent today, 
especially in the light of the decade or 
more of fuzzy thinking on this sub- 
ject by so many liberals of West and 
East alike. 

In this connection we note that the 
trend toward collectivism was the ob- 
ject of profound papal concern imme- 
diately after World War II. Many 
Catholics, especially in France, Italy 
and Germany, felt that widespread na- 
tionalization was the only answer to 
pressing problems of reconstruction. 
Fortunately the broader wisdom of the 
papacy brought them to a more care- 
fully reasoned point of view. 

Although Pius XI almost totally re- 
jected the prevailing economic philos- 
ophies of his day, he was careful not to 
condemn the capitalist system as such. 
On two separate occasions in the en- 
cyclical he states that the wage system, 
conjoined with private ownership of 
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the means of production, is not of itself 
unjust. He stigmatizes abuses of the 
system, not the system itself. His 
successor has not always used the term 
in the same meaning. On a very few 
occasions the present Holy Father used 
the unqualified term “capitalism” as 
an object. of condemnation. In these 
cases it is clear from context, and from 
the broader context of his other writ- 
ings, that the apparent conflict is 
merely one of semantics. The Church 
does not condemn private ownership 
of the means of production, nor does 
it. reject the profit system or free en- 
terprise rightly defined. It does con- 


demn certain abuses in this area and 
a spirit which sometimes is character- 
ized by Europeans as capitalism. 


PROPERTY 


Coming to the specific institutions 
of economic life, the first treated by 
the Pontiff was that of private prop- 
erty. Here his reasoning is close and 
incisive. He repeats the traditional 
view that the right to private property 
springs from nature itself and hence 
from the Creator. In no other way, 
consonant with the dignity of man and 
other rights of individuals and family, 
can the goods of the earth be distri- 
buted properly and equitably. The 
defense of the right to private prop- 
erty, however, should not be interpreted 
as acquiescence in existing patterns of 
distribution of wealth and income. 
Both Pius XI and his successor insist 
strongly on the need for a wider and 
more equitable sharing of the goods of 
this world, productive property as well 
as consumer goods. 

Nor is the property right vindicated 
here the absolute idea of ownership 
which was widely prevalent at the time. 
Property has a social as well as an in- 
dividual aspect. The more that the 
use of property impinges upon society, 
as would be the case with a giant in- 
dustrial corporation, the greater is the 


obligation of owners to consider the 
general good as well as their own in- 
terests in the use of their property. 
Decisions on this matter are not left 
to the individual consciences of own- 
ers. Rather the state, as supreme cus- 
todian of the common good in such 
matters, has the right to determine 
what is permitted and what forbidden 
to owners in the use of their property. 
Regulations so laid down must truly 
reflect the demands of the common 
good, avoiding the twin extremes of 
individualism and collectivism. Even 
nationalization of property is permitted 
when private ownership involves such 
overweening power that the general 
welfare is endangered. 

To appreciate the almost revolution- 
ary sweep of this teaching, it is neces- 
sary to try to re-live the ideologies of 
the Twenties and early Thirties. As a 
refresher, one might disinter the writ- 
ings of the Liberty League or even scan 
the political platforms of both major 
parties for 1932. It is hard to realize 
today that men widely accepted the 
notion of property without social re- 
sponsibility. 

Current controversies start at a much 
higher level, involving such issues as 
the impact of high taxation upon eco- 
nomic incentive, the need for main- 
taining adequate profits and the effect 
of guaranteed wages upun stable own- 
ership of property. The perennial dis- 
cussion of bigness in business, the 
merger movement, and unfair competi- 
tion with smaller firms continues, but 
on a minor key. Apart from special 
situations and pockets of poverty, as 
explained subsequently, few persons 
feel that the distribution of wealth and 
income in the United States is a burn- 
ing issue. Such is hardly the case else- 
where in the world. In far too many 
countries, as the present Holy Father 
has repeatedly stated, the distribution 
of wealth and income is such as to leave 
a vast proletariat at the mercy of an 
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impersonal economic system. Exploita- 
tion and proletarianism are not dead 
issues. 

LABOR 


Second among the institutions con- 
sidered is labor. The discussion of labor 
in substantive parts of the encyclical 
largely deals with wages and the forces 
affecting workers’ incomes. The treat- 
ment of labor organizations is mostly 
confined to the introductory section, 
wherein the pope notes approvingly the 
great growth of the union movement 
since 1891. It is not inaccurate to 
state that the pope took unions for 
granted, since organization is man’s 
normal and natural way for achieving 
his rights in a complex industrial so- 
ciety. He did not feel it necessary to 
warn against any specific abuses, except 
to note that labor, like other economic 
groups, is bound to seek the common 
good as well as its particular interests. 
He cautioned that excessive raising or 
lowering of wages could cause unem- 
ployment. 

There is some contrast between the 
prudential judgments of Leo XIII and 
Pius XI, on the one hand, and those 
of Pius XII, on the other, concerning 
labor unions. The differences do not 
involve the right to organize, which 
is a natural right, or the need for un- 
ions, which is self-evident in our intri- 
cate industrial society. But the pres- 
ent Holy Father has raised questions 
and issued warnings regarding certain 
trends in contemporary union move- 
ments. He is worried about excessive 
centralization of power in some unions, 
the abuse of the force acquired through 
organization and the intermingling of 
political issues foreign to the legitimate 
needs of unions. Apparently these warn- 
ings were provoked by conditions in 
Europe, although the principles invoked 
are universal in application. 

While Americans may judge that 
these cautions were not directed at 
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unions here, we should not feel that 
our labor movement enjoys a special 
immunity from human failings and 
imperfections. We may and should in- 
quire whether our unions serve the 
common good in all respects. There 
may be room for discussion and honest 
differences of opinion, on such matters 
as the adequacy of measures for safe- 
guarding union democracy, protecting 
the rights of members and preventing 
or eradicating racketeering. We may 
question the soundness of wage settle- 
ments should they exceed the limits of 
productivity gains and hence cause an- 
other round of inflation. 


WAGES 


Wage controversies in the United 
States today are generally carried on in 
a milieu different from that prevail- 
ing at the time of Q.A. American 
workers do not question the justice of 
the wage-contract, in contrast to the 
views of the socialists whose theories 
the pope rejected. They are often in- 
different to the idea of sharing in own- 
ership, profits or management of indus- 
try, a proposal suggested by the Pon- 
tiff as a means of improving upon the 
wage contract. They are interested in 
a living wage, although their concept 
of conventional necessities makes this 
something more than the frugal and 
decent comfort envisioned by Leo XIII. 
By espousing American versions of 
Keynesianism, labor spokesmen ration- 
alize wage increases as needed to main- 
tain purchasing power. In practice, 
organized labor does not push its theo- 
retical views unduly. Unions have 
generally hesitated to raise wages to the 
point where firms fail and unemploy- 
ment results. Where this has happened, 
it usually affects an inefficient firm un- 
able to meet competition at going 
wages. Such situations were explicitly 
excluded by the pope, when he warned 
against excessive wages which would 
ruin a business and cause its workers 





to be idle. 
The wage-theory of Pius XI may be 
summed up in these principles. 


1. A wage system is morally just; but 
some introduction of the partnership idea 
would be desirable. 

2. Both capital and labor have rights 
to a fair share of the product. In the 
past capital has taken the lion’s share and 
left labor with a pittance. 

3. Distribution of income should be gov- 
erned primarily by the demands of the 
common good. 

4. The common good and man’s dignity 
demand a living wage for workers. Eco- 
nomic changes to make such payment pos- 
sible are demanded by social justice. 

5. Prices as well as wages should be in 
“right proportion,” so that the economy 
may prosper. 


The theory just outlined is general in 
nature. It uses terms which are not 
self-defining, such as “fair,” “right 
proportion” and “conducive to the 
common good.” Thus it is accurate to 
say that the pope here outlines objec- 
tives, urging men of good will in vari- 
ous countries to discover the proper 
means, in terms of practical judgment, 
for achieving these ends. He feels that 
excessive profits, wages which are too 
high or too low and imbalance of prices 
between agriculture and manufacturing 
have caused economic dislocations. But 
he does not, in this section, offer spe- 
cific means for correcting such evils. 
Undoubtedly he assumes that the gen- 
eral remedies offered elsewhere in the 
encyclical—social legislation, labor or- 
ganization and vocational grouping of 
society—will meet these needs. 


In the United States, both union or- 
ganization and social legislation have 
profoundly affected income distribution 
and wage patterns. Whether or not the 
result has been satisfactory is a matter 
of debate. But few would question that 
conditions here have improved enor- 
mously since 1931. Yet, while un- 
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doubtedly progress has been made on 
the broad scale, there are still islands 
of poverty in our midst. Poverty per- 
sists in certain age, racial and rural 
groups, as well as in regions character- 
ized by declining industry. Broad mac- 
roeconomic techniques do not have 
much impact on these situations. Here 
is a challenge in a nation so generally 
rich as our own. 


GOVERNMENT 


Next among the institutions to be 
considered is government. This topic 
has already been mentioned in connec- 
tion with both liberalism and the right 
of property. The pope considered that 
the proper function of government had 
been badly perverted under the influ- 
ence of liberalism. First, the theory of 
laissez faire caused the state to abdicate 
its function of protecting exploited 
groups and seeking the general welfare. 
The reaction to this extreme, and the 
fact that pluralism in society had 
broken down, then led the state to over- 
burden itself with excessive powers. 
Government should be sovereign in a 
pluralistic society. It should have final 
decision on matters affecting the com- 
mon good, but it should encourage dif- 
fusion of power in areas better handled 
by less comprehensive societies. Society 
exists to strengthen and help its con- 
stituent members. This is the famed 
principle of subsidiarity. 

In this connection, the question of 
the proper role of the state has been 
seriously discussed in our nation for 
many years. Under the New Deal, we 
reacted against the laissez faire attitude 
previously in the ascendancy. World 
War II accentuated the trend toward 
centralization. Currently there is a re- 
action against excessive concentration 
of power in the federal government, in 
favor of more state-local activity. But 
much more can be done in the direction 
of pluralism, especially in encouraging 
effective activity by subsidiary groups. 
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ECONOMIC SOCIETY 

Certainly this appears to be one of 
the key ideas in the celebrated and 
much debated section, often called the 
heart of the encyclical, on vocational 
organization. In describing this type of 
economic society, the pope uses the 
term “ordines” in quotation marks. 
German and French translators use the 
terms Berufstdnde and organisations 
professionnelles. So far as can be de- 
termined, the reference is to a type of 
social structure not common under our 
legal system but well known in coun- 
tries influenced by German law. It 
refers to an organization, private in 
nature, but possessing legally enforce- 
able powers in governing the profession 
or group concerned. Such a group 
would be the exclusive representative 
of the occupation in question, affecting 
all persons in the occupation. The clos- 
est parallels generally known here 
would be the medieval guilds, our medi- 
cal and bar associations and possibly a 
group such as the National Association 
of Security Dealers. 

The main purposes of such a type of 
social organization would be: 1. to build 
a framework which would facilitate the 
practice of social justice; 2. to restore 
pluralism into society, thus achieving 
a structural barrier against either in- 
dividualism or statism and 3. to re- 
place a class-struggle, overly competi- 
tive mentality with a cooperative ap- 
proach to common problems. The pope 
considers this form of organization just 
as natural to man as the formation of 
cities or towns to meet man’s social and 
political needs. By contrast, he consid- 
ers atomistic individualism in industry 
and the class struggle between workers 
and management, as foreign grov.ths 
harmfully introduced into the body 
economic. The pope is realistic enough 
to see the value of proper competition, 
and the inevitability of some clash of 
interest between capital and labor. But 
he rejects an economic order that em- 
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phasizes exclusively the divisive ele- 
ments in the economy, to the detriment 
of cooperation and order. 

Social order, rightly conceived, calls 
for organized cooperation within indus- 
tries and occupations, as well as cooper- 
ation among these groups. Such cooper- 
ation would be directed toward the 
common good of the country. Un- 
doubtedly these groups would have con- 
siderable powers of self-regulation, thus 
freeing government from the excessive 
detail burdening it today. They would 
not replace organizations, such as labor 
unions or employers’ associations, dedi- 
cated to exclusive interests of a particu- 
lar class. They might absorb and ex- 
pand such fledgling groups as exist to- 
day to promote common interests of an 
industry. 

The reception given to this concept 
here has been mixed. On the one hand, 
many non-Catholic thinkers have 
either welcomed it or developed similar 
ideas independently. On the other hand, 
some have rejected it out of hand as 
implying fascism or regimentation. 
Many of these latter difficulties may 
have been caused in part by overeager- 
ness on the part of American Catholic 
thinkers to work out a detailed blue- 
print for such a pluralistic society. This 
was further complicated by the intro- 
duction of economic or political pre- 
conceptions not contained in the en- 
cyclical. 

Such misunderstandings were unfor- 
tunate, since the basic concept of the 
pope is of such evident value. Even 
though it was framed against a Euro- 
pean background of “public law,” and 
hence may have features not readily 
adapted into our legal system, its gen- 
eral outlines are of unquestioned 
merit. American commentators would 
have been better advised, it seems, to 
have given more weight to the warn- 
ing given by the pope in paragraph 86 
of Q.A., that men are free to choose 
whatever form of organization they 
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wish, provided that proper regard is 
had for the requirements of justice and 
of the common good. 

Instead of presenting detailed blue- 
prints, often foreign to our type of 
political and economic organization, we 
would have been wiser to have singled 
out the main ideas of economic plural- 
ism and to have explained how these 
could be adapted with minimum 
changes in our basic economic system. 
Progress is more often evolutionary than 
revolutionary. If we can make progress 
in: 1. joint organization of labor and 
management to meet common prob- 
lems; 2. transfer of many government 
regulatory functions to these groups, 
with safeguards for the common good; 
and 3. emphasis on cooperation rather 
than class struggle, then we could go 
far toward the ideal social order. By 
emphasizing, publicizing and encour- 
aging developments in this direction, 
we could make substantial progress. 
What the final result will be, in detail, 


we do not know, nor do we have any 
right to pretend to know. 


| 


UCH an institutional framework 

will help in meeting the demands 
of social justice. It will go far toward 
establishing a juridical and social order 
which will foster the sound develop- 
ment of economic life. But this struc- 
ture cannot function if men are not 
motivated by the right spirit. Since it 
calls for cooperation, it could be 
wrecked if greed and unbridled ambi- 
tion were dominant in the economy. 
Higher directing principles must be 
sought, namely, social justice and social 
charity. Social justice calls for the 
proper organization of society so that 
the common good will be promoted. 
Charity, the love of one’s neighbor, is 
a uniting and cementing factor, com- 
pleting the work of justice. Those mo- 
tivated by justice alone may ask: What 
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must 1 do to fulfil my duty? Those 
inspired by charity ask: What can I do 
to help my fellow man? 

By juxtaposing moral and economic 
reform, the pope avoids the twin rocks 
that shipwreck many schemes for bet- 
tering society. He realizes that good 
will is not enough; even the actions of 
good persons need coordination. Since 
universal good will is not attainable in 
this world, a proper social order must 
constrain the evil and the indifferent. 
On the other hand, the most ideal social 
structure will not work without a high 
degree of cooperation from _ persons 
participating in it. The alternative to 
cooperation is constraint, and if police 
powers must be used against the ma- 
jority, a society is either tyrannical or 
hopelessly decayed. 

The appeal to idealism may seem to 
be wasted in the hard world of business. 
Yet Americans have often shown high 
idealism, witness our participation in 
two world wars and our aid to devas- 
tated nations after these conflicts. Fur- 
thermore, social attitudes are not im- 
mutable. It is the task of Catholic Ac- 
tion to seek to influence men and to 
persuade them to follow sound prin- 
ciples. In this work, men of good will 
in each occupation will be apostles to 
their fellows. Such methods produced 
abundant fruit in the forty years inter- 
vening between the two great social 
encyclicals. 

Students of Catholic social action 
might well restudy the introductory 
sections of Q.A., as indications of the 
rich variety of activities approved by 
the pope. There are here no counsels 
of inaction; no carping negativism di- 
rected at the petty faults of reformers; 
and none of the paralyzing fears that 
hinder good works on the grounds that 
somewhere, sometime, something may 
go wrong. The pope calls for unity, 
tolerance, harmony among Catholic so- 
cial apostles. It is to be hoped that this 
plea will not go unheeded here. 
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“The Church has put emphasis on the role of government 

in safeguarding the common good to all, 
on social justice 
and on the principle of subsidiarity.”’ 


SOCIAL ENCYCLICALS 
AND LIBERAL ETHICS 


Goetz A. BRIEFS 


HE reason for the Church’s 
rejection of liberalism and so- 
cialism was their nature as 
Weltanschauungen, that is, secularist 
philosophies of man and society. In 
the eyes of the Church they were here- 
sies dressed in secularist garb, reminis- 
cent, in some respect, of the Pelagian- 
ism condemned many centuries ago. 
By 1891, when Rerum Novarum 
was published, the high tide of liberal- 
ism was about over. Liberals began 
seriously to consider amendments of 
their creed and platform. Social lib- 
eralism was in the air. 
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At the same time, Marxism was in 
the ascendancy. It 
“scientific” and was advancing all over 
Europe. However, Marxism could no- 
tice a dark cloud on its horizon: in 
1891 Edward Bernstein’s book on the 
premises of social democracy substan- 
tially deviated from the dogmatics of 
Marx. Marxist scribes were profoundly 
disturbed by Bernstein’s demonstration 
that the laws of increasing immisera- 
tion, of the industrial reserve army and 
the socialist revolution round the cor- 
ner were not valid. 


was self-assured 


Liberals and socialists alike evaluated 


Rerum Novarum as an anachronism. 
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To them the Church was unaware that 
this was no longer the medieval world. 
They were alike convinced that the 
Church, a relic of bygone ages at best, 
could not possibly contribute anything 
worth considering to the problems of 
modern times. Indeed, Marxists could 
“scientifically” prove that an institu- 
tion based on long-obsolete production 
techniques and their corresponding pro- 
duction relations could not even under- 
stand the socio-economic situation, 
much less offer suggestions worthy of 
attention. 


> 


PROFOUND CHANGES 


However, things looked decidedly 
different forty years later, at the time 
Quadragesimo Anno was issued. Laissez- 
faire liberalism then looked utterly 
discredited. Prior to 1931, Keynes an- 
nounced ““The End of Laissez Faire,” 
and the great depression seemed to have 
buried it. His General Theory sug- 
gested government spending, low rates 
of interest and credit expansion as 
means to keep free enterprise going. 
Government was again put back into 
business. Mercantilism, a system which 
many believed Adam Smith had refuted 
once and for all, was again found to 
be not without merit. 


Marxism fared no better. Bernstein’s 
“Revisionism” had done its work. Trade 
unions had grown strong and successful 
until the lightning of the depression 
struck them. The Marxist mind was 
disturbed on both the theoretical and 
the practical level by the rise of the 
Soviet system and the grim realities of 
this first venture into socialism. Twenty 
years later a British socialist, R.H.S. 
Crossland, frankly declared that there 
is more truth in the Christian doctrine 
of original sin than in Rousseau’s idea 
of the noble savage or in Marx’ belief 
in the classless society’. Indeed, Q.A. 


1 In New Fabian Essays, Praeger, New York, 
1952, p. 8. 


14 


hit laissez-faire liberalism in rigore 
mortis and Marxism in a state of utter 
confusion and bewilderment. 

Let us note that while liberalism and 
socialism were thus at dead ends, some- 
thing had occurred which neither had 
foreseen. Governments had gradually 
taken a hand in the struggle against 
social evils and the clashing interests 
of social groups. They had developed 
labor law and social security institu- 
tions. Government intervention was 
sought by a multitude of social organi- 
zations, established in all walks of 
economic life. Unions had grown 
strong in pursuit of a policy which 
was neither liberal nor socialist—just 
pragmatic. 

Step by step liberal fundamentals had 
been shaken: the principles of govern- 
ment non-intervention, of the indi- 
vidual as sole agent in the markets, of 
individual self-liability, of self-interest 
and, finally, of competition. Shaken, 


too, was orthodox Marxism by the ris: 


of the Soviet system, by the success of 
unions and the rising living standards 
of the working classes, by the break- 
down of the alleged solidarity of the 
international proletariat and by the per- 
sistence of the capitalist system. It all 
went to demonstrate that Rerum No- 
varum, after all, was not quite so out 
of tune with the age as they claimed. 

Q.A. took stock of the new situa- 
tion, noting the disillusionment that 
had befallen both liberalism and social- 
ism. It appreciated their concessions 
to the reality of man and society—but 
still found both inadequate as well as 
incompatible with the teaching of the 
Church as long as they were secularist 
Weltanschauungen. The new encyclical 
pointed out the road to social recon- 
struction, which, while avoiding the 
errors of liberalism and socialism, would 
reintegrate what was sound in their 
principles—rights of the individual, 
rights of the collectivity—into an or- 
ganic unity. 
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HE moral philosophy of the 

Church is based on natural law. 
Not indeed on that natural law which 
occupied the “enlightened” minds of 
the 18th century, but on the natural 
law derived from man’s being a crea- 
ture of God and guided in his ethical 
behavior by the nature of things them- 
selves. To the Church, human society 
is the unity of diverse members grouped 
in a hierarchial order. Man is a per- 
son because endowed with reason and 
free will. The exercise of these facul- 
ties requires a field of personal sov- 
ereignty and self-expression. 

By nature man is embedded in com- 
munity with his like; his body, as well 
as his mentai and moral faculties, 
points to community. Created in the 
image and likeness of a personal, triune 
God, he bears the birthmarks of a per- 
son destined to live in communities of 
persons. The virtues basic for com- 


munity life are justice and charity; 
their absence brings chaos, open or con- 
cealed. Finally, man, being created in 
the image and likeness of God, is also 
destined for the beatific vision; his life 


on earth is but a pilgrimage. Hence 
the specific Christian “detachment” 
from the things of this world; they are 
instrumental and, as such, important, 
but they must in no way divert man 
from his true end. 


SECULARIST VIEW 

As secularist Weltanschauungen, \ib- 
eralism and its metaphysical twin, so- 
cialism, are miles apart from the 
Church’s doctrine of man and society. 
To the secularist view, man is not the 
creature of a personal and trinitarian 
God, nor is he destined to a life be- 
yond. In this view he is confined to 
time and space on this earthly orbit, 
to nature with its inexorable laws and 
to history. Hence in unredeemed na- 
ture and history the truth about man 
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and society must be found. This, in- 
deed, is a radical shift, pregnant with 
tremendous consequences. Fullness of 
attention is paid to this world. A 
cyclopic vision characterizes the secu- 
larist mind; its gaze is fixed on the fi- 
nite. The ties between time and eter- 
nity, between nature and grace are 
broken. 

Strange as it may sound, to many 
liberals and to all orthodox Marxists 
this imprisonment of man in time and 
space was the condition of his emanci- 
pation. Only when freed from the fet- 
ters of the transcendent can man 
“come into his own,” gain “his full 
stature and dignity” and take “the 
leap into freedom.” From Ludwig 
Feuerbach and Marx to Nietzsche, Lenin 
and Sartre runs this line of reasoning. 
Nietzsche fully realized the tremen- 
dous impact of this “emancipation”: 
“God is dead; he died from his love 
of man.” The world turned loveless 
when it cut the tie to eternity. 


One of the fundamental virtues of 
a Christian order was ignored. It left 
a gap—to be filled by the hectic efforts 
of governmental social politics and in- 
stitutionalized impersonal charities. 


JUSTICE IGNORED 


What happened to the other fun- 
damental of the Christian order, jus- 
tice? Machiavelli marks the rejection 
of justice as the guide-post for gov- 
ernments in their mutual relations and 
their domestic policies. Charron sev- 
ered ethics from religion, followed 
therein by Francis Hutcheson. Mande- 
ville vulgarized the idea that society is 
built upon and prospers by selfishness. 
Shaftesbury held a more refined and 
enlightened notion of the role of self- 
interest in the life of nations. Adam 
Smith, to whom justice was, in the 
main, a negative virtue, put the foun- 
dation of economic life on self-interest, 
held in check by competition. Thus 


economic liberalism was born; it denied 
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to government the role of a guarantor 
of the common good, reduced the latter 
to the sum of individual goods and pre- 
sented a blueprint of a functioning, 
individualistic society in the four prin- 
ciples of a system of “natural liberty”: 
individual self-determination, self-lia- 
bility, self-interest and competition. 
The tidal wave of liberalism, originat- 
ing in late medieval nominalism, finally 
had reached the economic shore and the 
everyday life of nations. 

Adam Smith, bred in Baconian em- 
piricism, was nevertheless affected by 
the ideas of the enlightenment (its 
type of natural law, natural ethics and 
deism). His pseudo-theological back- 
ground led him to the assumption that 
“providence” or “‘nature’”—terms used 
interchangeably—had pre-ordained the 
human world in such a way that the 
system of natural liberty would auto- 
matically lead to prosperity and hap- 
piness for all. Jeremy Bentham, reject- 
ing the philosophical basis of Smith, 
used the utilitarian calculus as a bridge 
from individual self-interest to the 
“greatest happiness of the greatest 
number.” Thus were laid the founda- 
tions of laissez-faire economy. 


“AUTOMATIC” JUSTICE 


In the “natural system of economic 
liberty” the issue of justice was lost 
sight of. Prices and income formation 
were automatic processes determined by 
the anonymous forces of supply and 
demand. The presumption of justice 
went with the competitive price. The 
scholastic notion of the pretium fori 
(market price) comes to mind, and the 
competitive price has been defended on 
this ground. There is some merit in 
the argument. However, medieval so- 
ciety was far less dynamic, more tra- 
dition-minded than capitalism; neither 
self-interest nor competition enjoyed 
social sanction as exclusive principles 
in the formation of prices. Moreover, 
net profits and interest were not ac- 
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cepted as goals of what there was in 
the way of business. 

Laissez-faire prices, therefore, cannot 
be indiscriminately identified with the 
pretium fori of the scholastics. Under 
medieval conditions the pricing process 
was integrated into the standard com- 
munity ethics, whereas under laissez 
faire, society was conceived as the sum 
total of individuals each one urged on 
by self-interest and all engaged in com- 
petition. The categories of just price, 
just wage and usury lose their meaning 
in the la‘ssez-faire economy. The mar- 
ket mechanism cannot produce justice; 
at best it produces equilibrium. 


c 


wie Adam Smith conceived 
the idea of a system of “nat- 
ural liberty,” he in no way foresaw its 
impact on the social structure and the 
ethos prevailing at the time. His world 
was still largely inspired by traditional 
ethical standards protected by specific 
institutions. He could not possibly 
anticipate the tremendous pressure 
which, once the institutions were gone, 
would bear on the traditional ethos 
from the forces of self-interest and 
competition. 

His belief in the Invisible Hand lead- 
ing the conflicting interests automati- 
cally to harmony and welfare for all 
prevented him from realizing the vio- 
lent social conflicts which, almost at 
once, broke out when economic liber- 
alism was established. Hardly two gen- 
erations later, J. R. McCulloch, him- 
self a Ricardian liberal, knew better. 
He was shocked by the social evils ac- 
companying the system of natural lib- 
erty; somewhat dispiritedly he found no 
way out but to see it through, in the 
hope that things would turn for the 
better. 

What had happened between Smith 
and McCulloch may be summed up in 
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the phrase that the traditional com- 
munity ethos was overrun and de- 
stroyed by individual self-interests act- 
ing in competition. This had not hap- 
pened at one fell swoop or with steady 
intensity. Not all social groups grasped 
the gospel of natural liberty and its 
implications at once. Stockbrokers, 
bankers and wholesale merchants were 
used to it; peasants, tenants and crafts- 
men were slow to understand. Least of 
all did the workers, the “laboring poor” 
of the period, know what it all meant. 
And if they did, they had no chance 
anyway. The prize went to those who 
grasped meaning and implications of 
laissez faire and were able to make the 
best of it. 

All this must be understood if we 
are to comprehend the erosion and final 
disintegration of pre-industrial and pre- 
capitalist ethos. Smith knew what he 
was talking about when he observed 
that the “system of natural liberty” 
transforms the whole society “‘as it were 
into a society of traders.” The labor- 
ing poor, artisans, peasants and tenants 
were not living nor were they prepared 
to live in a traders’ world held to- 
gether by contracts to be strictly ob- 
served. 

Their world of traditional mores, 
habits and values was overwhelmed by 
the forces released by laissez faire. They 
were expected to conform to standards 
utterly alien to them. What could 
they do but suffer? How would they 
take it? Fateful questions, particularly 
because these were the largest and fast- 
est growing social group. 


J 


ET us look at the process of ero- 
sion and disintegration of the 


community ethos. A community is a 
group of persons tied together by iden- 
tical values, by a sense of mutuality 
and by acknowledged patterns of 
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thinking and behavior. Within this 
pattern some members distinguish 
themselves by observing the highest 
standards; others just honor the mini- 
mum, doing “what you can get away 
with.” The latter observe the margi- 
nal standards; the former practice 
intra-marginal ethos. 

Now suppose the impact of laissez 
faire hits a community. In due course 
of time the traditional value system 
will be shaken, and the old ways of 
life change. The traditional pattern 
gradually shifts towards the new stand- 
ards. Probably those members who 
held to the mere margin will be the 
first to start practicing what, accord- 
ing to the old pattern, was sub-mar- 
ginal. Initially they may do so with 
a bad conscience, but as the new pat- 
tern is more widely adopted, qualms die 
down. If success rewards the new pat- 
tern, the old one loses its grip. What 
originally was submarginal now ac- 
quires the dignity of a marginal ethos 
—until new pressure from submarginal 
but efficient practices lowers the margin 
anew. 

In such a world, economic relations 
are relations “as among aliens.” The 
term “alien ethics” may be illustrated 
by a story from the author’s youth. 

My uncle Peter owned a business. In 
addition to being wealthy he was ex- 
tremely generous. One summer, when 
1 was home on vacation from Munich 
University, I dropped in at his house. 
While talking with my aunt, it oc- 
curred to me that I had to mail a let- 
ter. She suggested that I go over to 
Uncle Peter’s office and get the stamp 
there. 

When I arrived at the office, I found 
my uncle bent over a ledger, glasses on 
the tip of his nose. He looked up and 
asked what I wanted. I said, “A two- 
cent stamp.” He gave me the stamp, 
held out his hand and asked, “Where 
is the money?” To my amused cry, 
“But, Uncle Peter!” he soberly re- 


17 





marked, “My dear boy, if you want 
something free, come to my home. Here 
it is business, cash on the barrelhead. 
Where are the two cents?” 

From that time I knew the differ- 
ence between community ethics and 
alien ethics. To Uncle Peter “in busi- 
ness” I was but an alien; to him at 
home I was one of the family. Two 
sets of ethics, with life split into two 
separate orbits. All Western nations 
have their phrases for this fact, from 
the trivial “business is business” to the 
sophisticated “‘les affairs c’est l’argent 
des autres.” 

ETHICS DETERIORATES 

Alien ethics produces the standard 
ethos of laissez-faire society because the 
whole of such society is “in business,” 
a “society of traders, as it were.” The 
prevailing standard of marginal ethics 
is continuously open to pressure from 
submarginal practices. Unless checked, 
a tendency towards gradual lowering 
of the barely acceptable margin is ever 
present. ‘The current terms for this 
pressure are “‘chiseling,” cut-throat 
competition, unfair trade practices and 
the like. The submarginalist is an in- 
novator, of a kind. If he is successful, 
he finds imitators. If there are enough 
imitators, the surplus gained through 
the “innovation” disappears, but the net 
effect is a lowered marginal standard. 
Let me illustrate this by an example. 

In a certain valley in Southern Ger- 
many there existed a number of compet- 
ing cotton-goods manufacturers. The 
standard material was the so-called 
“pattern 48,” that is, 48 warp and woof 
threads to the square centimeter. 

Competition was very keen, and 
none of the firms made money. Only 
the most urgent investments could be 
made. Then one of the firms started 
enlarging and modernizing. Apparently 
it was making more money than the 
other firms thought possible. After 
some time the secret leaked out: the 
successful competitor was selling “‘pat- 
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tern 48” with only 47 times warp and 
woof. 

To meet the new situation, the 
others, one by one, began selling “47” 
as “48.” Continued competitive pres- 
sures had brought them in line with the 
“submarginalist.”. The stabilization 
point was finally reached (if memory 
serves me) at a 44 pattern selling as 
48. 

Nox ail pressure on price levels or 
quality is necessarily submarginal in 
the meaning of the term here discussed. 
Economically speaking, there are per- 
fectly legitimate pressures on existing 
price levels and equally legitimate vari- 
ations in quality. 

The downward grading of quality at 
lower prices is, as a rule, the way to 
““democratize” high-price-plus-quality 


consumers’ goods, and innovations can 
shake existing price levels without be- 
ing stigmatized as submarginal. Today, 
however, there is a definite tendency to 
apply legislation or organized pressure 
for the purpose of curbing hitherto 


legitimate competition and the prices 
or incomes resulting from it. Mini- 
mum-wage laws and the provisions of 
various statutes are examples. So are 
union wage agreements designed to 
“take labor out of competition.” 

One cannot fail to get the impression 
that free competition, as understood in 
the 19th century, is, in many ways and 
to many groups, suspect of leading to 
ethically submarginal effects. Measured 
in terms of new or desired marginal 
standards, self-interest operating under 
competition is widely held to be ethic- 
ally submarginal. Has the issue of jus- 
tice, thrown out the front door by 
laissez faire, slipped in by the back 
door of “‘equal” bargaining power, min- 
imum-wage laws, parity prices, protec- 
tion of small business and similar de- 
vices? Is the government again en- 
trusted with the task of guaranteeing 
the common good? Is liberalism really 


dead? 
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HESE are weighty questions. A 

look at certain sections of Q.A. 
and later papal allocutions evidences the 
profound concern of the Church about 
the actual situation. The reader of 
Q.A. is acquainted with these objec- 
tions, so there is no need to elaborate. 
Instead, we repeat the question raised 
above: is economic liberalism really 
dead? Has it spent its force? 

The answer is a definite “no.” We 
still live in the liberal era, and its secu- 
larism has, if anything, increased. At 
first glance this statement may seem 
unintelligible. Does not government 
interfere in practically .every aspect of 
social and economic life? And was not 
non-intervention ‘the mark of liberal- 
ism? 

True enough. However, the state of 
today has been socially mediatized to a 
degree which reduces it to an instru- 
ment of “society.” The latter-day lib- 
erals have put all their trust in govern- 
ment serving the needs of society in 
ever-increasing spheres. The state which 
classical liberalism reduced to a shadow 
was the absolute, patrimonial state. The 
state acclaimed by latter-day liberals 
is “society as it were in action,” an in- 
strument through which “society” 
forms and expresses its will. The trans- 
formation of government into an in- 
strument of society in action lies within 
the historical logic of liberalism—if, 
and to the extent that, economic in- 
dividualism has realized its own his- 
torical logic. 

REVERSING LOGIC 

What is this historical logic of eco- 
nomic individualism? The essence of 
economic individualism can be summed 
up in the following way: The agents of 
economic life are individuals who pur- 
sue their self-interests in competitive 
markets, under strict personal liability 
for success or failure. Operating under 
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this frame of reference, the economic 
mechanism was assumed to be self-gen- 
erating and self-adjusting. 

Naturally and unavoidably, the set 
of individualistic principles worked 
satisfactorily for some social groups, 
but less well for others. In fact, it im- 
posed the greatest hardships on those 
who earned a precarious wage from 
their daily jobs. They took to doing 
what the underdog has always done: 
they banded together and, by concerted 
action, improved their living standards. 
They could not overthrow the existing 
system, but they could discover its po- 
tentialities for concerted action. Slow- 
ly there emerged a promising pattern 
and a set of pragmatic principles—and 
unionism was born. 


It came into being and grew efficient 
through adoption of a pragmatic phil- 
osophy which implied recognition of 
the existing economic order and alien 
(“business”) ethics for labor’s policy. 
Let us look at the logic of unionism’s 


relations with the liberal capitalist sys- 
tem. By and large the logic is this: 


“You employers say ‘business is busi- 
ness’. All right, we will look upon the 
conditions of labor as ‘business’ and 
nothing else. We want clear contracts 
and a real exchange; without that, our 
commodity, labor, is not for sale. 


“You say wages are determined by 
supply and demand. We accept that. 
But we shall try to suit the supply to 
the demand and thereby improve the 
level of wages for our members. We 
shall cut the hours, control the work 
load and keep certain types of labor— 
women and child labor above all—from 
the market. 

“You say labor is a commodity. All 
right, a commodity it shall be. We will 
keep careful account of the quantity 
and quality of this commodity and ask 
our price for it. 

“You say the government should not 
interfere. All right, it shall not inter- 


19 





fere with our organizations and meth- 
ods, nor with our feuds with you. 


“You say industrial relations are re- 
lations as among aliens. All right, but 
then don’t count on the loyalty of your 
workers to your firm or to manage- 
ment. Their loyalty will be ours. 


“We propose to deal with you in 
business fashion, in ‘your’ business fash- 
ion. You can’t have it both ways: alien 
ethics applied to workers and workers’ 
loyalty for you. 


“You speak of business ethics. Busi- 
ness ethics it shall be. And whenever 
you practice submarginal standards, we 
shall repay in the same coin.” 


SAME TACTICS 


Thus, business ethics practiced by 
unions turned into a means for the eco- 
nomic and social ends of organized 


workers. Management and labor com- 


peted with each other in group forma- 
tion; they became locked in an endless 
struggle while professing an identical 
code of ethics. 


Nor is this all. For their function 
of representing the workers under the 
conditions of an individualistic system, 
unions adopted the rule of the game 
for themselves. It was they who oper- 
ated under the principles of self-de- 
termination, self-interest and competi- 
tion. 


The pattern so discovered soon 
proved useful to other social groups. 
Employers’ associations rose in defense 
against union pressure; farmers organ- 
ized to keep their prices up. So did 
business and professional men and even 
government employees. The result was 
the pluralistic economic society. Its 
economics have been analyzed in Gal- 
braith’s American Capitalism: System 
of Countervailing Power, which also 
points out the limitations of the coun- 
tervailing process. 
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A rcaypuge liberalism has under- 
gone a transmutation into its 
secondary phase. This phase is char- 
acterized by the mediatization of the 
state and the growth of the group-indi- 
vidualistic (pluralistic) structure of 
economic society.” 

The highest authority of the Church 
is well aware of this state of affairs and 
the grave dangers in it. Hence the 
warnings in Q.A. and later declarations 
of the Holy See; hence, too, the em- 
phasis on social reconstruction. To be 
sure, the ascendancy of partial cr‘‘ec- 
tives and the subsequent advent o1 the 
pluralistic society have corrected many 
evils and injustices accompanying 
laissez-faire economy. However, the 
law of origin of the partial collectives 
still is the individualistic law, although 
operating in pluralistic forms. The jus- 
tice they clamor and press for is, all too 
often, justice “for us,” priority ‘for 
our demands” over everybody else’s, 
with or without the rationalization that 
justice “for us” is the condition of the 
general welfare. Confronted with this 
development, the Church has put em- 
phasis on the role of government in 
safeguarding the good common to all, 
on social justice and on the principle of 


subsidiarity. 


2 I have called attention to this fact in an 
article published in Thought, 19 (March, 
1944) 49-70. Some years later I discov- 
ered that Jean Vialatoux, in his work, ' 
Philosophie Economique, Paris, 1933, p. 65, 
had taken the same stand. He noted: 
“How can one fail to observe that free 
competition among individuals has been 
quite simply replaced by free competition 
among groups or classes? This, indeed 
is still liberalism; it upholds its claim 
against the higher good and the spiritual 
dignity of man... .” In a footnote to 
page 66, he remarks, “How can one not 
recognize that liberalism under the new 
and rejuvenated forms (espéces) which it 
shows us today! What are all these or- 
ganizations of business and labor [he refers 
to syndicalist labor organizations] but a 
developed form of liberalism?” 
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“The opportunity of contributing to economic thought 


is greater today 


for economists of the scholastic tradition 
than it was when Quadragesimoe Anno was written.” 


ECONOMIC THEORY AND 
SOCIAL POLICY 


Leo C. Brown, S.J]. 


HE publication of Quadragesimo 

Anno coincided with a period 

when the most recent and most 
extensive advance in economic thought 
was nearing full tide. 

The generation of American econ- 
omists who held chairs as professors in 
1931 had, within their lifetimes, seen 
the United States change from a pre- 
dominantly agricultural economy to the 
foremost industrial nation in the world. 
In their adult lives they had witnessed 
a world war and a destructive, world- 
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wide inflation of unprecedented pro- 
portions. They were yet to see a world- 
wide depression, another and more de- 
structive world war and another world 
inflation. 

Their efforts to analyze and interpret 
the phenomena of their times led them 
to modify their inherited economics to 
an extent which revolutionized the eco- 
nomic thinking of laymen, at least, if 
not the thought of their own profes- 
sion. 

Here we shall trace one phase of that 
development—the abandonment of the 
traditional competitive model as a de- 
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scription of economic reality and as a 
basis of economic policy. We shall then 
briefly discuss some of the implications 
of this abandonment. 

With abandonment of that model the 
policy of laissez faire and the comfort- 
ing assumption of the universal har- 
mony of interests that made pursuit of 
private booty a contribution to the 
public bounty have lost their last ves- 
tiges of scientific support. Conscience, 
both public and private, no longer may 
delegate to competition its responsibili- 
ties for decision about the economic 
common good. Also, with abandon- 
ment of the competitive model the 
problem of economic power confronts 
us, uncovered, undisguised, in all its 
menacing and bewildering complexity. 

Under the assumptions of traditional 
theory there was no problem of power. 
There was no need to distrust the eco- 
nomic activity of the state, because 
theory cast it in an inactive role. There 
was also less reason to fear private 


power because it was taken as nonex- 
istent in a competitive society. Today, 


however, the problem which needs 
recognition and which tomorrow may 
need our determined action and best in- 
telligence is how to preserve for the 
private group in the face of mounting 
public power and for the individual in 
the face of vast, growing and increas- 
ingly bureaucratic aggregates an ade- 
quate area of free, effective and mean- 
ingful decision. 

Counsels of Q.A. which bear upon 
the problems and philosophy of social 
organization and social control are even 
more important today than they were 
a quarter of a century ago. 


STAGES OF THOUGHT 


For the purposes of our discussion 
we may distinguish three clearly marked 
periods in the development of modern 
economic thought. 
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The first and, because it was the 
first, the most modest in its contribu- 
tion, coincided with the great schol- 
astic jurists of the late 16th and 17th 
centuries. It coincided roughly with 
the era of the mercantilists and with 
a period when the changes in social in- 
stitutions occasioned by the commer- 
cial revolution had become evident to 
contemporary observers. 

The second period begins with the 
publication of The Wealth of Nations 
and includes Ricardo, the younger Mill 
and their contemporaries. 

The third period, more difficult to 
date, probably should begin with the 
recognition of Wicksell by Anglo- 
American economists and is continuing 


still. 
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ODERN economics, as Schump- 
eter has observed, is rooted in 
natural-law philosophy. The great 
scholastic jurists who worked out some 
of the basic concepts of modern eco- 
nomic analysis were moralists primarily 
and economists only incidentally and 
through necessity, although the dis- 
tinction in an age which had not yet 
compartmentalized the social sciences 
is somewhat meaningless. But it is 
worth emphasizing that they were eco- 
nomists precisely because they were nat- 
ural-law jurists. 
Molina, Lessius, and DeLugo' may 


* Louis Molina (1535-1600) De Justitia et 
Jure. Vol. I, 1593; Vol. II, 1597; remain- 
ing volumes published posthumously. The 
preface of the Cologne edition of this work 
says of him: “So great was his authority, 
and so highly was he valued in the courts 
and among the lawyers, that, without the 
assistance or access to other authors, his 
authority brought light upon the truth, 
settlement to the cases and an end to 
contention.” Quoted in Bernard W. Demp- 
sey, S.J. Interest and Usury, p. 119. 


Leonard Lessius (1554-1623) De Jure et 
Justitia, Antwerp, 1605. Of this work his 
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be taken as late-16th and 17th century 
representatives of this scholastic tradi- 
tion. For them, as for St. Thomas 
(and all who intervened), the natural 
law was immutable in principle, but 
these immutable principles led to vari- 
able precepts when applied under dif- 
ferent circumstances of time, place and 
persons. 

Molina, for example, identified the 
natural law with the dictates of right 
reason, and where there was question 
of promoting the common good, he 
practically identified the dictates of 
right reason with what is socially neces- 
sary and expedient. For him the natur- 
ally just is that “‘which obligates us by 
the very nature of the case.” It is 
easy to see how the attempt to answer 
a question involving the natural law 
in economic matters forced Molina to 
a careful analysis of economic fact and 
circumstances as observed in practice, 
or, we might add, as revealed by re- 
search. The process may be illustrated 


by the treatment of usury. 


Traditionally, interest as a payment 
for the use of money had been regarded 


as usury. Where it could be demon- 
strated that for some extrinsic reason 
the lender incurred loss he might ac- 


biographer wrote: “His Book on Justice 
and Right and the Other Cardinal Virtues 
caused universal amazement by its combi- 
nation of insight and brevity .... The 
Christian world witnesses how well it liked 
this terse insight by the fact that besides 
French, German and Italian editions, the 
publishing house of Plantin (in Antwerp) 
had to toil to get out six editions in a 
very short time. The law courts were not 
silent where the praise of this book was 
concerned; they wanted to take rules of 
law from it.” Leonard Schoofs, De vita 
et moribus R. P. Leonardi Lessii, Paris, 
1644. Quoted by Dempsey, op. cit., p. 124. 
John De Lugo (1583-1660) De Justitia et 
jure. Of him St. Alphonsus Liguori said: 
“After Thomas Aquinas himself, he is 
easily the most eminent.” Theologiae Mor- 
alis Sancti Alphonsi Mariae de Ligorio, 
Editio Nova (Gaude) Rome, 1907. Tomus 
2us, Bk. III, Treatise V, Ch. II, Dubitatio 
I, Par. 522. Quoted by Dempsey, op. cit., 
p. 126. 
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cept appropriate compensation, but this 
compensation was not a price for the 
use of the money itself. But moralists, 
well past the middle of the 16th cen- 
tury, were inclined to look with ex- 
treme suspicion on most claims for 
compensation based upon an asserted 
loss.” 
OPPOSED INTEREST 

Laynez, the great Jesuit theologian, 
about 1555, wrote a treatise on the 
legitimacy of interest which took an 
extremely rigoristic view, De usura et 
variis contractibus mercatorum. This 
view probably remained dominant until 
the appearance of Molina’s and Lessius’ 
treatises in 1597 and 1605. Their con- 
clusions differed greatly from those of 
Laynez, but they worked from the same 
principles and belonged to the same 
tradition. Writing on the same ques- 
tion on another occasion Laynez said: 


The astuteness of the merchants, .. . 
has discovered so many tricks and dodges 
that it is hardly possible to see the plain 
facts, much less to pronounce judgment 
on them ... . [Moreover,] the matter, 
being a question of morals, admits only 
of a certain probability because its nature 
is such that the least change of circum- 
stances renders it necessary to [review] 
one’s judgment on the whole affair.* 


For Laynez, no less than for Molina 
and Lessius, the concrete precepts of 
the natural law grow out of an analy- 


2 In this respect they differed little from 

many Protestant divines. Dr. Thomas Wil- 
son, writing in 1572, had this to say on 
the subject: 
I say and maintayne it constantlye that 
all lendying in respects of tyme or any 
gaine, be it never so little, is usurie, and 
so wickedness before God and man, and a 
damnable deede in it selfe. We do all 
feare the plague marveyously . . . and yet 
what a blesse were it to thys whole realme 
if in one vere there were an universal mur- 
ren of all usurers in England! 


(A Discourse upon Usury (1572) Tawney’s 
Edition 1925, p. 230, quoted in J. Brod- 
rick, St. Peter Canisus, p. 735-36.) 

® Gisar, Jacobi Laines Disputationes Triden- 
tinae, Vol. ii 42, p. 228, quoted in Brodrick, 
op. cit., p. 594. 
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sis of the facts and the circumstances. 
The essential difference between Laynez, 
who is inclined to disallow interest, 
and Molina and Lessius, who were dis- 
posed to allow it in a number of cir- 
cumstances, was that the latter recog- 
nized the existence of opportunities for 
profitable investment. In the forty 
years which separate Laynez and Molina 
‘uch opportunities had become more 
numerous, and the changing role of 
money in the economy had become 
more evident. 

What is more important, however, 
is that Molina and Lessius came to their 
conclusions through an analysis of the 
investment process as it existed at their 
time. If their conclusions departed 
from tradition it was not because the 
principles from which they worked had 
changed, but because the circumstances 
to which those principles applied had 
altered. In their effort to apply the 
natural law in the economic sphere 
they were forced to analyze the chang- 
ing economic environment. In_ the 
process they had to be analytical eco- 
nomi: *s.* 

We should note, however, that the 
concept of natural law with which 
they worked and the economic analysis 
which they employed took for granted 
a human responsibility for the conduct 
of economic affairs. Men were obli- 
gated by the dictates of right reason. 
With reference to the common good 
they were obliged to do what the na- 
ture of the case required, what was 
socially necessary and expedient. The 


* We are not specifically concerned here with 
their permanent contribution to economic 
analysis. Perhaps the most significant 
element of that contribution was a refine- 
ment of economic concepts which eventual- 
ly became part of the public domain 
and were used as analytical tools by later 
generations of economists who ‘were totally 
unaware of any debt to the scholastics. 
Their descriptions and analysis of different 
markets, their observations on the behavior 
and role of money and on price formation 
were not insignificant. 
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market was a mechanism which might 
be utilized for facilitating just ex- 
changes. But the relationship was clear. 
The responsibility for its regulation be- 
longed to men, whether acting as indi- 
viduals, as members or officers of a 
guild or as public officials. In short, 
modern economics in its origin assumed 
that men should exercise a continuing 
responsibility and human providence 
for the behavior of the economy. Sur- 
render to the mechanics of the invisible 
hand belonged to a later age. 


C 


HE popular success of The Wealth 

of Nations, as has often been ob- 
observed, was a product of both the 
genius of its author and the circum- 
stances of the age. The institutions 
of the medieval economy had long since 
been undermined and by 1776 largely 
swept away. The emerging industrial 
revolution was laying the foundations 
of the modern era. A tangle of restric- 
tive legislation inherited from the past 
and no longer serving any useful pur- 
pose was fettering business and trade. 
Economic historians report that an 
artisan could not choose his place of 
work or move from one town to an- 
other or work at all times or for all 
customers. Authority decided who 
should work and where, what he should 
make, the materials to be used, the 
process to be followed. When Adam 
Smith proclaimed his doctrine of liberty 
the merchants and industrialists of the 
new era had found their champion. 


Two aspects of Smith’s work—one a 
debit, the other a credit—-need mention 


for our purpose. On the debit side is 
Smith’s concept of natural law. On 
the credit side, his interest in the dy- 
namics of the economy. 

The economics of Smith, like that 
of the scholastics, was rooted in natural 
law. But Smith’s concept of natural 
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law differed radically from that of the 
scholastics. Deism was the prevailing 
philosophy in the intellectual circles in 
which Smith moved. This philosophy, 
but a short step removed from mater- 
ialism, envisioned a world in which men 
and matter are governed by mechani- 
cal laws. For the nonhuman world 
these laws are absolutely rigid and in- 
flexible. If they were not, men could 
not confidently set eggs to boil. Sim- 
ilar laws regulate human conduct, but 
unfortunately, and apparently to the 
dismay of the deistic creator, the folly 
of humans keeps getting in the way. If 
men were left to their natural inclina- 
tion, these laws would operate, and 
automatically achieve the maximum in 
human welfare. 


FREEDOM STRESSED 


When Smith came to apply this con- 
cept of natural law to economics, he 
made the structure of his system re- 
markably simple. Self-interest is its 
motor; competition its regulator. Let 
men be freed from all restraint and 
their self-interest will put them to 
work industriously and efficiently. As 
they exchange the products of their 
labor, the competition of one seller with 
another will cause goods to exchange 
at the lowest possible prices. The com- 
munity’s resources will be allocated 
among the more efficient, and thus the 
common product will be maximized and 
each will receive a share proportionate 
to his contribution to the total. 

As every individual therefore endeavors 
as much as he can to employ his capital 
in support of domestic industry .. . he 
generally neither intends to promote the 
public interest nor knows how much he 
is promoting it . . . . He intends only his 
own gain, and, he is in this, as in many 
other cases, led by an invisible hand to 
promote the end which was no part of 
his intention.® 


Adam Smith, Wealth of Nations, Cannon 
Ed. II, p. 126. 
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Jean Baptiste Say, systematizing 
Smith, made a further significant con- 
tribution to the classical economic 
model. With Smith, free competition 
made for efficient production; Say 
added the idea that it made also for 
stable production. Production, as he 
pointed out, created its own demand 
and accordingly (provided economic 
laws are permitted to work) there can 
be no general overproduction and no 
general unemployment.’ A single com- 
modity may be overproduced, but the 
fraction of total income available for 
its purchase but not spent thereon (be- 
cause of the lower price of the com- 
modity in long supply) will be spent 
for the purchase of other goods. Total 
spending, and thus total income, will 
not be affected. 


This natural self-interest, these men 
said, is truly remarkable and achieves 
results surpassing all human wisdom. 
It is only the part of prudence to get 
out of its way and let it work its won- 
ders. By 1776 we had moved a long 
way from the philosophy in which 
modern economics sent down its first 
roots. In the conduct of economic af- 
fairs there is no longer place for the 
human intelligence or human provi- 
dence. 

DYNAMISM LOST 


Smith’s economic analysis, as con- 
trasted to the theory of natural law 
in which he framed it, was fertile and 


dynamic. He attempted to explain the 
“causes of the wealth of nations,” or, 
as we might say today, the determi- 


® Say, as Professors Schumpeter and Lerner 
have pointed out, probably meant some- 
thing else which is both true and signifi- 
cant: The composite demand, in real terms, 
for the product of any industry is made 
up from the supplies of other industries 
and rises or falls as these supplies increase 
or decrease. Say’s law “avers correctly 
that crises can never be causally explained 
by everybody having produced too much.” 
Cf. J. A. Schumpeter, History of Economic 
Analysis, pp. 617-18. 
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nants of the national income. But as 
Smith’s ideas passed through the mind 
of David Ricardo this emphasis on dy- 
namics was lost. Ricardo expressly 
denied any interest in the size of the 
national income. Writing to Malthus 
he said: 

Political economy, you think, is an en- 
quiry into the nature and causes of 
wealth . . . . I think it should be an 
enquiry into the laws which determine 
the divisions of the produce of industry 
among the classes which concur in its 
formation. . . . Every day I am more sat- 
isfied that the former enquiry is vain and 
delusive, and the latter the only true 
object of the science." 

Confining his attention to analysis 
of a given national income, Ricardo 
inevitably failed to give inventions 
their proper place in the economic 
process. Add the fact that Ricardo 


lived on an island where tillable land 
was visibly limited; we can readily un- 
derstand how his meditations on the 
law of diminishing returns led him to 


father a dismal economics. What needs 
explaining is how his successors in the 
orthodox tradition, during a century 
when economic production was grow- 
ing at rates which exceeded the ex- 
pectations of each preceding generation, 
allowed the science to become sterile 
by confining themselves to the analysis 
of a static equilibrium. 


J 


HE early classical economists 
spent little time refining their 
concept of free competition. For Adam 
Smith it meant little more than the 
rivalry of sellers in the market. 
As economists began to examine the 
mechanics of the classical pricing sys- 


Letter to Malthus, quoted by John M. 
Keynes, The General Theory of Employ- 
ment, Interest and Money. (New York: 
Harcourt, Brace and Co., 1936) p. 5. 


26 


tem and the conditions which must pre- 
vail if the market was to produce the 
results which the system guaranteed, 
they began to define competition with 
increasing rigor. 

It came to mean that rivalry in the 
market where there were so many sell- 
ers, and the quantity which each offered 
for sale was so small a part of the total 
supply, that no seller could affect the 
price even by withholding his entire 
output. The familiar simile likened 
the output of each to a drop of water 
in the bucket, or barrel, or ocean. The 
addition or subtraction of a single drop 
would have an imperceptible effect 
upon the water level. For individual 
sellers price was a datum which had 
to be accepted. 


In the predominantly agricultural 
economy which prevailed through the 
greater part of the 19th century, this 
kind of competition was not an un- 
realistic description of the markets 
which actually existed. For farmers 
delivering wheat to elevators in Kansas 
and Nebraska, price was a datum. The 
individual farmer, whether he harvested 
one acre or a thousand, whether he sold 
his wheat or burned it, could not affect 
the price. 

As industrialism developed, econo- 
mists were fully aware that perfect 
competition was becoming an increas- 
ingly less satisfactory description of 
economic reality. Nevertheless there 
remained a fairly widespread convic- 
tion that the theory was a tolerably 
satisfactory approximation to reality 
and that the results that theory pre- 
dicted were being broadly realized. 


Moreover as growth of monopolistic 
elements in the economy became more 
widely recognized, the theoretical mod- 
el of perfect competition took on an 
added function. It became a bench- 
mark or a standard for judging the 
social efficiency of individual firms. 
The more closely the market structure 
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of an industry approached the ideal of 
perfect competition, the more it came 
to be regarded as being socially efficient. 
The farther it departed from this norm, 
the greater was the suspicion with 
which it was viewed, 


LAISSEZ FAIRE WANES 


By 1931 few American economists 
were advocates of laissez faire. Prac- 
tically all of them admitted the ne- 
cessity of some intervention by the 
state, although there was wide differ- 
ence of opinion as to the amount and 
kind of intervention. The classical 
economic model, however, remained es- 
sentially intact and, as a body, eco- 
nomists placed considerable reliance on 
the invisible hand. 


Moreover, their reservations—even 
the reservations which Adam Smith had 
made—were lost on the economists of 
the luncheon clubs. Advances in eco- 
nomic thought during the following 
decade, however, were to leave the 
classical model pretty well demolished. 


Monopoly had always had a place in 
economic treatises but as long as it was 
regarded as rare and unusual, it played 
little part in economic analysis. “The 
price of monopolies upon every occasion 
is the highest which can be got... ,” 
said Adam Smith. Later economists did 
not agree. For them, the monopoly 
price was the one which yielded maxi- 
mum returns. Where a lower price 
(by leading to the sale of a much larger 
amount) increased the net return of 
the monopolist, he would, economists 
agreed, charge the lower rather than 
the higher price. But output under 
monopoly, economists also agreed, was 
invariably lower and the price was in- 
variably higher than under conditions 
of free competition. 


NEW ANALYSIS 


In 1933, the contributions of two 
economists, one American, the other 
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English (Professor Edward H. Cham- 
berlin of Harvard University and Mrs. 
Joan Robinson of Cambridge Univer- 
sity) went far toward shifting empha- 
sis from competition to monopoly as 
the axis of economic analysis. 


Why, in effect, asked Chamberlin, 
should economic analysis be based upon 
the purely competitive model? The 
purely competitive firm and pure mo- 
nopoly are limiting cases. The markets 
which actually exist fall within these 
two limits and are characterized by 
elements both of monopoly and of 
competition. They are monopolistically 
competitive. The analysis went on to 
demonstrate that price in a monopo- 
listically-competitive market (or im- 
perfectly competitive, Mrs. Robinson’s 
term) is higher than the perfectly- 
competitive price. 


At the upper range of monopolis- 
tically-competitive markets (that is, 
standing closest to perfect monopoly) 
this new theory placed oligopoly or the 
industry dominated by a few sellers. 
This analysis indicated that theoreti- 
cally the price behavior of oligopoly in 
its practical result was not different 
from monopoly. This theorem became 
crucial. Statistical studies were show- 
ing that oligopoly was widespread 
throughout the economy.* Could re- 
liance any longer be placed upon the 
corrective mechanics of the competi- 
tive model when the kind of competi- 
tion needed to achieve such results no 
longer existed? 


Three years later another blow fell. 
From the days of Say, economists had 
agreed that causes of depression were 
not to be found in the economic proc- 
ess. Supply created its own demand. 
Savings attendant upon the falling-off 


’ For example: A. A. Berle and G. C. Means, 
The Modern Corporation and Private Prop- 
erty. (New York: Macmillan, 1932). 
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of expenditures in one segment of the 
economy created demand and stimu- 
lated production in another. The sys- 
tem was kept in balance at its full 
potentialities. 


THREAT IN SAVINGS 


John Maynard Keynes in a book’ 
which rivals The Wealth of Nations 
for the changes it made in economic 
thinking successfully challenged this 
doctrine. Savings are not automatical- 
ly shifted from one segment of the econ- 
omy to another; they do not automatic- 
ally finance more consumption or new 
investment. Conditions may arise where 
savers decide to hold their savings. 
When this occurs, total spending de- 
creases, and while an equilibrium may 
be reached at a new level of income it 
will be an equilibrium which does not 
fully employ the economy’s available 
plant and labor supply. 

An economics now had appeared in 
which unemployment was consistent 
with equilibrium. 

The General Theory of Keynes like 
the Wealth of Nations owes its popu- 
larity not alone to its merits but in 
great measure also to the times. In 
1936 the world was in depression. Here 
the New Deal was spending liberally 
to alleviate distress and to stimulate 
the economy. In Keynes it found the 
scientific rationalization of its policies. 
If a gap exists between the amount 
needed to provide full employment, the 
gap must be filled, spending must be 
increased. But what agency, apart 
from the state, can promptly and ade- 
quately fill this gap? 

Like the industrialists of the 18th 
century, the authors of the New Deal 
learned that they not only were right, 
but scientific as well. So far had eco- 


® The General Theory of Employment, Inter- 
est and Money. (New York: Harcourt, 
Brace and Co., 1936). 
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nomic thought moved from laissez faire 
that it had now become the scientific 
bulwark of large-scale and continued 
state support of economic activity. 


Another and more serious blow was 
yet to be dealt the competitive model. 
Competition, in addition to being the 
mechanical principle which made the 
system socially efficient, was also a 
standard for judging the social per- 
formance of existing firms. 


LONG-RUN VIEW 


Economic analysis after Ricardo, as 
already indicated, became predomi- 
nantly analysis of a static equilibrium. 
The maximization of profit, which all 
sellers were presumed to seek, was es- 
sentially the maximization of presently 
existing opportunities for gain, that is, 
of short-run profit. As the actual con- 
duct of oligopolies was more closely 
scrutinized, doubt arose about the ex- 
tent to which observable behavior coin- 
cided with this rule. The producing 
firm exists not in a static equilibrium 
but in a rapidly-changing environment. 
Is the corporation predominantly inter- 
ested in exploiting to the fullest each 
profit opportunity as it appears, or is 
it more interested in a policy which 
will insure its long-run existence as a 
profitable undertaking? Are there not 
possible conflicts between a policy 
which exploits short-run gains and a 
policy which insures the long-run sur- 
vival of the institution? Do not these 
considerations and others (such as pub- 
lic reaction to monopolistic pricing) 
place restraints upon the price policy 
of an oligopoly? 


As these questions continued to be 
asked, attention shifted more and more 
to the dynamic aspects of the economy. 
Beyond any doubt firms operating in 
an oligopolistic market can fix prices 
by tacit consent or explicit agreement, 
but this is not the whole picture. Elim- 
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ination of price competition leaves the 
field wide open for a competition based 
upon quality, and it is practically 
impossible to eliminate this type of 
competition by agreement. Quality 
competition forces firms to be continu- 
ally on the search for improved prod- 
ucts and improved methods. This same 
competition forces rejection of old 
products and old techniques as the new 
appear.” Inasmuch as new techniques 
are usually more efficient techniques, 
this process brings about, or seems to 
bring about, a continued lowering of 
the real costs of production. 


Moreover, while the few firms in the 
oligopolistic market might eliminate 
price competition among themselves, 
they could not eliminate the actual 
competition of substitute products of 
other industries already in the market 
or the potential competition of prod- 
ucts of other industries which might 
be developed and brought into the 
market. It began to appear that a 
monopoly situation was a tender plant 
and a perishable product. 


As these questions were asked and 
answered, it seemed to become apparent 
that the modern economy, and especial- 
ly its more monopolistic sectors, is not 
and cannot be stationary. Other facts 
demanded attention. While monopoly 
was apparently increasing in the econ- 
omy, the standard of living was im- 
proving. Did this not contradict the 
conclusions which had been based on 
the economic theory? The items which 
entered into the workman’s budget, 
especially the manufactured items, 
measured by the amount of labor need- 
ed to purchase them, for a half cen- 


tury had become progressively cheaper 


1°For a fuller statement of the ideas in this 
and the two following paragraphs, see 
A. Schumpeter, Capitalism, Socialism and 
Democracy, especially C.VII, pp. 81-86. 
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and better and the rate of improvement 
more rapid. Even in agriculture im- 
provement seemed to be directly re- 
lated to technological achievement in 
manufacturing industry. Improved 
fertilizers, transportation equipment, 
planting and harvesting machinery 
were products of oligopolistic industry. 
Was it possible that, in the long run, 
the large firm was a better economic 
performer than the small enterprise en- 
visioned by competitive theory? To 
Professor Schumpeter belongs the credit 
for posing the issue squarely. 

A system—any system economic or 
other—that at every given point of time 
wholly utilizes its possibilities to the best 
advantage may yet in the long run be 
inferior to a system that does so at no 
given point of time because the latter’s 
failure to do so may be a condition for 
the level or speed of long-run perform- 
ance.** 


Once the question was asked, per- 
fect competition ceased to be an un- 
questioned and wholly reliable stand- 
ard of economic performance. 
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S LONG as the competitive mod- 
ei was accepted as a reasonably 
accurate representation of economic 
reality there was no recognized theo- 
retical problem of social control of any 
magnitude. By the terms of the com- 
petitive system, prices could not be ma- 
nipulated to exploit because there was 
no control over prices. Price was a 
datum for all sellers, and the mechan- 
ics of the system were relied upon to 
equate prices with the cost of produc- 
tion. Profits were the wages of man- 
agement, and barely sufficient to keep 
the entrepreneur in the market. 


\Jbid., p. 83. 





Even when it became clear that the 
growth of monopoly had to be taken 
into account, the theoretical problem 
of social control remained simple as 
long as the competitive model was tak- 
en as a reliable standard of economic 
performance: Break up the monopolies, 
keep as much competition in the system 
as possible. Now that attention to the 
dynamic aspects of the economy has 
questioned the assumption of the su- 
perior performance of the ideally com- 
petitive firm, there is no ready formula 
for social policy. Shall we discourage 
growth and lose the apparent efficiency 
of size? Or shall we tolerate and even 
encourage bigness and risk possible 
abuse of its power? Legislators are not 
only pretty much at sea, but like Lewis 
Carroll’s navigators, their maps of the 
sea show no traces of land. 


To a great extent the choice has been 
made. The individual is surrounded 


by vast organized groups—farm federa- 
tions, financial and industrial organiza- 


tions, labor unions. And these groups 
display every tendency to further 
growth. It is idle to deny that these 
groups possess power, or that there are 
grounds for concern about its possible 
irresponsible use. However gratifying 
references to the current economic per- 
formance of the economy may be, the 
problem of power remains, Material 
values, assuredly, are not the only or 
the highest human values, nor are they 
alone endangered by irresponsible power. 

To the state, of course, falls the duty 
of safeguarding the public interest. 
But stating this principle is not a solu- 
tion to the problem. In any consid- 
eration of economic power, the vast 
scope of the state’s direct and indirect 
economic activity must be a matter of 
concern. But, quite apart from this, 
a major part of the problem of social 
control is precisely how the state shall 
exercise its role. 

We have, in fact, two alternatives 
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—to foster the growth of responsible, 
self-regulating private groups or to rely 
on the coercive power of the state. Our 
social literature for a century and a 
half has so accustomed us to thinking 
in terms of individualism that we seem 
almost to have lost, not only the habit, 
but even the power of conceiving of 
society as a community. For this rea- 
son as occasion may force us to grapple 
with irresponsible power, we are more 
likely to consider only the method of 
coercion. The end of this road, as John 
Maurice Clark has said in his Alterna- 
tives to Serfdom, is loss of freedom. 


GROUPS OR STATE 


What is needed is reaffirmation that 
the role of the state in social justice is 
to create conditions in which the citi- 
zens, as responsible individuals and as 
responsible members of associations 
which they freely form, can recognize 
and fulfill their obligations to each 
other and to the community. Beyond 
that it is the role of government to 
see that plain obligations are also ful- 
filled. 

There should be no need to emphasize 
how pertinent to our current situation 
are Q.A.’s counsels on the state’s role in 
economic matters, about the organic 
form of true social life and the need 
for a return to the true guiding princi- 
ple of economic activity. These are 
the considerations which, to an increas- 
ing extent, are engaging the attention 
of thoughtful men of all faiths. The 
late Professor Schumpeter, for example, 
put the matter bluntly to this present 
writer a few years ago: 

Catholic economists have a_responsi- 
bility to state the social philosophy of the 
encyclicals in terms which will be under- 
stood by fellow economists. I am not 
sure that the program which that philos- 
ophy suggests is completely workable in 
society where there are widely different 
standards of values. But our choice is 
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clear. Either we adopt a similar program 
or submit to an amount of coercion which 
will leave little room for freedom. 


7 


F THE foregoing analysis has any 

validity it should suggest that the 
opportunity of contributing to eco- 
nomic thought is greater today for 
economists of the scholastic tradition 
than it was 25 years ago when Q.A. 
was written — in fact greater than 
it has been for more than a cen- 
tury and a half. They now can work 
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within the framework of an economic 
theory which no longer is dominated 
by assumptions which they do not ac- 
cept, nor permeated by a determinism 
which they feel obliged to challenge. 
No longer are they confronted with 
tests of orthodoxy which, if not met, 
exclude them. from the circle of profes- 
sional economists, or if met are difficult 
to reconcile with their own philosophy. 
Yet as Cardinal Stritch has observed: 


We must be honest in admitting that 
Catholic social thought does not greatly 
influence political and social action in our 
country or in the world. . . . The princi- 
ples of Catholic social thought remain un- 
vocalized and ineffective. 


If that judgment needed confirma- 
tion, there is no lack of testimony 
among economists themselves. To quote 
Professor Schumpeter once more: 


The great Jesuits [ Molina, Lessius, De- 
Lugo] of the sixteenth and seventeenth 
centuries . . . were no doubt judges and 
directors of consciences. Their funda- 
mental system of belief was the same as 
that of the Doctor Angelicus. But, to put 
it bluntly, they always knew what they 
were talking about. Their pronouncements 
rested as much on a mastery of economic 
facts and of the relations between these 
facts—that is to say, of “theory”—as they 
did on that hyper-empirical system. This 
fact not only makes them interesting to 
the scientific economist. It also lends a 
weight to their pronouncements which 
those of modern [spokesmen] of all de- 
nominations very often fail to carry.” 


On this occasion of the twenty-fifth 
anniversary of Quadragesimo Anno, we 
should perhaps remind ourselves that 
there is today an unparalleled opportuni- 
ty for Catholic thinking to contribute to 
the formation of contemporary social 
thought. There possibly is also an un- 
paralleled need for stimulating and fos- 
tering Catholic scholarship in these 
areas. 


'2J. A. Schumpeter, “Introduction,” I/nterest 
and Usury, by Bernard W. Dempsey, p. x. 
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“The problem is not solved 


by stopping economic growth 


but by teaching men 


to use the results of that growth wisely.”’ 


ASSOCIATIONS, MORALS 
AND GROWTH 


Davin McCorp WRIGHT 


NE of the most unfortunate de- 
velopments of modern life is 
the growing tendency of vari- 

ous economic cliques to go off into 
corners and growl at one another, rather 
than to thresh out their differences. 
Nor is it only economists, but all sorts 
of special interest groups of workers, 
businessmen and others who are often 
guilty of the same thing. The effect of 
this intellectual isolationism is extreme- 
ly bad scientifically, morally and so- 
cially. For the world which God has 
given us is a great, a various and a won- 
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derful thing, and our minds can no 
more begin to compass it, acting alone, 
than we could hope ever to apprehend 
the depths of that Divine Nature from 
which it has come. Science is the pur- 
suit of accurate knowledge (so far as it 
is obtainable) concerning this great 
and wonderful process we call the uni- 
verse, and we come nearest obtaining it 
by, among other things, pooling the 
information and the intuitions of many 
people. By these comparisons one “‘ab- 
stractive scheme” corrects and balances 
another. Without such cross-criticism 
the tendency is to go off into unbal- 
anced and inaccurate myopia. 
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But morally and socially, also, discus- 
sion among groups is of the greatest im- 
portance. For it reminds us of other 
values and other aspects of the case we 
may have forgotten. Thus a group 
which is being wholly high-minded and 
unselfish in intention may nevertheless 
find that it has been in fact acting with 
ruthless selfishness and greed—when 
other standards and other aspects of the 
case are called to its attention. The 
analysis therefore of Quadragesimo 
Anno and Rerum Novarum, which ask 
for the formation of associations of the 
various groups of society, is of great 
value in so far as it tends to overcome 
the sort of separatism I have been talk- 
ing about. But neither encyclical goes 
far, it seems to me, beyond providing 
a frame of reference and a point of de- 
parture. Let us suppose we have as- 
sembled our workmen and our employ- 
ers into one group to talk things over. 
What are some of the main problems 
that will then have to be debated? 


l 


HE first great task, I would sug- 

gest, would be working out an 
adequate body of economic analysis and 
an accepted range of normative stand- 
ards. The process of “sitting together 
around a table,” so highly praised today, 
is of no use if all it means is the mere 
physical presence of individuals in the 
same room. The truth is that the phrase 
is really much more a short-hand expres- 
sion for the needed state of mind of the 
participants than a prescription for 
their geographic location. Without a 
willingness really to look for the truth 
and to try to apprehend the other man’s 
point of view, just sitting around to- 
gether, no matter how smiling the 
faces, how amiable the surface or how 
fulsome the compliments, will not get 
us very far. 
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But I submit that to look for the ob- 
jective truth, even when it hurts, is a 
very Christian thing to do. “Ye shall 
know the truth and the truth will make 
you free,” said Our Lord. The God 
whom the Christian worships is a ra- 
tional God who, we believe, has estab- 
lished a divine order. The happenings 
of the world are not simply mere chance 
and chaos. And though, on the other 
hand, great room is left for our free 
will and self-determination, this area of 
freedom appears against a background 
of law. And, indeed, we use our free- 
dom most successfully when we seek to 
know the laws both physical, social and 
divine, in conjunction with which our 
wills must operate. 


MUST INCREASE PRODUCTION 


Now I submit that there exists a 
great body of perfectly non-contro- 
versial social knowledge against which 
we do need to compare our social aims. 
Our workers and our businessmen, 
therefore, must know the truth if they 


wish to act successfully, and both sides 
must be prepared to find that the truth 


will sometimes hurt. Bearing these 
principles in mind, then, let us next go 
on to examine the problem which seems 
to me to be the greatest question that 
our hypothetical association will have 
to discuss. That problem is: Do we 
want higher living standards for the 
workers or do we not? 

The question is vital, especially for 
nations whose population is increasing. 
There exists a mass of statistics over- 
whelmingly indicating that the con- 
sumption of the upper income groups, 
the world over, is a mere drop in the 
bucket compared to the wants of the 
poor. Even the wealth of the rich does 
not usually exist in the form of readily 
usable consumables. And in capitalist 
countries it primarily takes the form of 
net investment equipment. As I have 
put it in my Democracy and Progress, 
no one can eat a turbine or go to sleep 
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in a smokestack. Furthermore, what- 
ever the conditions existing, just at the 
beginnings of industrialism in the pre- 
viously non-industrialized countries, 
there is again overwhelming evidence 
that on the average the major portion 
of real consumption income in, say, the 
United States, for example, goes to the 
workers and has always done so, and 
finally that the lower income groups 
have benefited far more from the 
process of economic growth than the 
upper ones. I refer the reader to the 
chapter on “The Rate of Increase of 
Total Output” in Schumpeter, Capital- 
ism, Socialism and Democracy and to 
the various analyses of Professor Simon 
Kuznets. 


The point of this very brief review 
is this: If we want appreciably to in- 
crease the living standards of the lower 
income groups, we will have to do it 
primarily through the increase of out- 
put per head rather than by redistribu- 
tion. But as soon as we face up to that 
fact, and then decide that we do want 
to improve the living standards of the 
poor, we find ourselves at once faced 
with the moral and economic problem 
of economic growth. And it is precisely 
here that a world of associations will 
find some of its principal difficulties. 


c 


HE trouble is that growth in 
total output per head both pro- 


duces change and comes through 
change. Even leaving aside new inven- 
tions, it will be found that the methods 
of production used and the type of 
goods purchased must and will shift 
as output increases. On the production 
side increased output means re-design- 
ing of method. You can’t just increase 
every dimension by, say, 20 per cent. 
For as the sizes of the different parts of 
a machine or building or boat are 
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changed, the balance of forces is 
changed and so are all the relative 
stresses and strains. This is a simple 
engineering fact. Furthermore, going 
beyond mere re-designing, within a 
framework of human technique and 
passing on to new inventions, it is 
also an engineering fact that without 
occasional really revolutionary new 
technical ideas growth tends to become 
progressively more difficult. 

Turning from production to con- 
sumption it is equally true that otal 
growth means something more than 
simple expansion. A man with only 
one pair of blue jeans doesn’t buy 
twenty pairs of blue jeans. He will buy 
at least one pair of something “nicer” 
and may shift the direction of his out- 
lay altogether. In even the most tightly 
controlled but expanding economy the 
planners will encounter unexpected 
shifts in the pattern of wants, and most 
despots in such circumstances usually 
find it expedient to make some conces- 
sion to these shifts. 

Summarizing, therefore, a growing 
economic system resembles a growing 
human body in that the relative size 
of the parts alters with the increasing 
size of the whole. Some parts grow 
faster than others, while others may 
even disappear. This fact creates a ma- 
jor problem for any society which at- 
tempts to set up functional associations 
geared to specific industries and tech- 
niques, and also for the school of social 
criticism which derives from Plato. 


PROBLEM OF DYNAMICS 


For one of the essential problems of 
social growth is how to move people 
around—how to get men and resources 
out of old lines and into new ones. In- 
dustrial self-government by vocational 
groups, as Lord Lindsay of Birker has 
indicated, does not meet this dilemma 
well. For the problem in a growing 
society cannot be handled from a mere- 
ly “parochial” point of view. In a 
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stationary society the case is different. 
There there is no need for the various 
associations and skills to be periodically 
re-organized. Social life merely repeats 
itself indefinitely. But such a society 
cannot show rising living standards for 
the masses—indeed, if the population is 
increasing the living standard will fall. 
Furthermore only the most limited sort 
of artistic and scientific achievement is 
possible. On all this I must refer the 
reader to my Democracy and Progress. 


The trouble with Plato’s slant toward 
the problem of social order is that it is 
in the image of a fixed, non-growing 
society. The “primitive form” is re- 
imposed and kept that way. Everybody 
minds his own business or performs his 
own “function.” But the function 
which is omitted (once the proper form 
is re-attained) is the function of 
changing functions. And this is the 
task which, for reasons which we have 
seen, is most vital for continued 
growth. Social order in a growing so- 
ciety cannot be a rigid shape, but an 
orderly process of changing shapes. 


J 


OW then are we to achieve this 

“orderly process of change,” 
which is the form of social order re- 
quired by growth? Major reliance can 
be put upon three types of organiza- 
tion: the central planning board, the 
vocational associations, the pricing sys- 
tem. 

My principal objection to the central 
planning board, is that it will 1. be 
the focus of all the restrictive forces 
of society, 2. create an intolerable de- 
gree of power which would tend to be- 
come self-perpetuating. 


Concerning the restrictive forces, it 
used to be thought that these were pri- 
marily due to money and the fear of 
economic insecurity. Equal money in- 
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come for all, plus complete social own- 
ership and control, would thus avoid 
pressure groups. Alas, this idea is now 
seen to be far too onesided. Men are 
attached to particular places, to groups 
of friends, often to particular skills and 
to particular positions of power. In re- 
organizing society to admit new meth- 
ods, which must be done under any 
social system, if the standard of living 
of the poor is to be raised, all these af- 
fections are disturbed. Modern Euro- 
pean “third force” socialism furnishes 
ample evidence that the substantial 
elimination of risk to economic income 
does not eliminate “security” sabotage. 
Groups ‘confronted by change will or- 
ganize to preserve a threatened routine 
of life quite as readily as they will or- 
ganize to preserve threatened income or 
wealth advantages. On all this see my 
Capitalism. 

The tendency therefore will be for 
each threatened group to get together 
with the others in a general “‘log-roll- 
ing” into industrial stagnation. Every- 
body will be for growth and its adjust- 
ments—for the other fellow or in the 
abstract. But not if it upsets their 
serenity. And even if, as in commu- 
nism, the subordinate pressure groups 
are crushed by centralized force, still 
that centralized force becomes itself 
a pressure group. The notorious nar- 
rowing of a self-perpetuating, non-com- 
petitive elite sets in and only external 
rivalry (fear of foreign “aggression” 
for example) can disturb the iron 
mould. 

WOULD OPPOSE CHANGE 


But we may next consider the econo- 
my of autonomous vocational work 
groups. It, too, is often equally unsatis- 
factory. Not only is it true, as we have 
seen, that the parish or the guild has 
neither the power nor the ability to 
legislate for the nation, but also it 
must be recognized that the suicide rate 
for organizations is unfortunately low! 
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What I mean is that growth in any sys- 
tem requires technical change. But if 
the economic life of a nation is in the 
hands of organizations whose lines of 
division and money (or prestige) are 
based upon existing technique, the in- 
troduction of technical change requires 
the creation of new organizations and 
the extinction of old ones. But exist- 
ing organizations seldom want to be 
extinguished. The “class” antagonisms 
between those workers who will gain 
from introducing the new techniques 
(not necessarily in money, but in pow- 
er, prestige, and expression of work- 
manship instincts) and those who will 
lose (in the same terms) cannot be ex- 
orcised by the fact that they are all in 
one association. Still less is this the case 
if they are in different ones. 
Organizations are thus usually termi- 
nated by external pressure, and, if we 
discard central planning as too cumber- 
some, the only remaining mechanism is 
the pricing system and competition. In 


such a system no single organization 
can be permitted to become so strong 
that it can halt the adjustments re- 


quired by the market (strength, it 
should be added, is not the same thing 
as size). Thus the necessary shifting 
around occurs despite the vested occu- 
pational interests. 

I have also in my books argued that 
the pricing system, by keeping the up- 
per income and authority groups rela- 
tively fluid and vulnerable, gives a 
greater chance to the creative new 
thinker, scientist and businessmen, than 
is found in the world where all leaders 
are either elected from below or select- 
ed from above. This analysis also we 
will not now repeat. 


4 


UT now we come to one side of 
Catholic social criticism which I 
find very forceful. That side is the pro- 
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test against taking the results of the 
market absolutely literally. And here, 
too, especially in Democracy and Prog- 
ress, | have outlined many things that 
need to be done—especially in the field 
of putting a floor under insecurity, re- 
source conservation and so on. Yet, 
even so, reliance upon the pricing sys- 
tem does impose some limi ; and we 
have to ask whether there is anything 
in the system itself which makes it 
morally inferior to the alternatives. 

Let us begin’ by examining the pos- 
sible selfishness of nominally unselfish 
motives: Merely because a man (a gov- 
ernment servant, let us say) is be- 
lieved, or believes himself, to be work- 
ing for the social good, this does nof 
mean either that he is really being un- 
selfish or that the desire to serve the 
state cannot be a source of temptation 
to anti-social conduct, or, in old-fash- 
ioned words, sin. What often happens 
is this. A man starts out working to 
serve. Then he finds the deferences and 
other satisfactions connected with au- 
thority-in-service pleasant. And from 
that it is easy to work himself over— 
often unconsciously—to wanting to 
serve, not for its own sake but for the 
sake of the deferences connected with 
service. 

Again there is another great moral 
trap—all the more dangerous because 
always to some degree virtually un- 
avoidable. A man wants to get power, 
let us say, “to do right.” We may sup- 
pose him sincere. But then comes the 
temptation: Let me do a small evil now 
to reach the power to do a great good! 
And into what hells of self-deception 
and cruelty cannot this line of 
thought lead the unwary! 


! The remainder of this section is largely 
derived from my article, “Moral, Political 
and Psychological Aspects of Economic 
Growth,” Ekonomisk Tidskrift, Oktober, 
1954. 
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Whether, indeed, a man wishes pow- 
er to do good (he thinks) or just be- 
cause he values it for its own sake or 
its accompaniments, there is absolutely 
no form of evil which he cannot be 
tempted to commit. He may lie, cheat, 
steal, prostitute himself in every way. 
As an ex-civil servant I have seen 
plenty of this at first hand. Most subtle 
is the temptation to support the policy 
which you know to be unwise because 
it happens to be popular. If telling the 
needed truth to a people will cost you 
your job or prospects—and you desire 
conspicuous service — are you not 
tempted to pass the truth by? 


What I am saying is that a socialist 
leader still needs a personal conscience, 
and that the mere fact that he is 
nominally or even sincerely working 
for the public good does mot mean that 
his self-interest and the social interest 
would always be the same. Furthermore 
neither the conflicts in interest nor the 
temptations need have any economic 
roots at all. Everybody may be on a 
perfectly equal economic income foot- 
ing. But still there are the power differ- 
ences and the love of power. Indeed, 
there are few more uncompromising 
statements regarding this point of the 
universality of the moral problem than, 
of all places, The New Fabian Essays,” 
intended as a rallying cry for socialism! 


ALTRUISM OF AMBITION 


We are now able to see that a nomi- 
nally unselfish system can give rise to 
intense selfishness and cruelty. Let us 
next turn the problem inside out and 
talk about the possible unselfishness of 
selfishness. In this connection the capi- 
talist system—the system of “personal” 
incentives and “competition”—suffers 
from an intense language handicap. Be- 
cause people are (in Adam Smith’s 


® Praeger, New York, 1952, pp. 9-11. 
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words) “working for their own selfish 
interests” it is easy to suppose they are 
being immoral and “aggressive,” to 
talk about the “wolf law of capital- 
ism,” and to portray the competitive 
pricing system as one of systematic 
greed and of the stamping down of the 
less able. 

There are three ideas here which 
deeply warp our understanding. The 
first is that to do what one wants is 
necessarily immoral. The second is the 
assumption that the social total is given 
and that if I get more, you must get 
less. The third is the confusion of envy 
and covetousness on the one hand with 
“emulation” on the other. Let us re- 
view these ideas in turn. The fallacy 
of the first point is well expressed by 
Canon Demant in his Religion and the 
Decline of Capitalism.’ Dr. Demant 
writes: 


Christian teaching will not allow that 
an action ceases to be morally good just 
because it may give satisfaction to the 
doer of it. It is possible to do the right 
thing and find that it does not conflict 
with our self-interest—as when I enjoy 
my dinner or pull my weight in a team, 
or please my wife, or do a job that in- 
terests me, or say my prayers when they 
are going well. Of course the moral life 
means that I do these things even when I 
am not inclined to them but they are none 
the less good when they are backed up by 
real desire. 


Thus, as Canon Demant shows, mor- 
al, social and personal good cam coin- 
cide. 


EXPANDING SHARES 


Let us next consider the economic 
mistake, the notion that the social total 
is “given.” Output is envisaged as a 
bar just so long. If my share increases 


®* Scribner’s, New York, 1952. 
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yours must decline and so on. Thus 
higher wages must mean lower profits 
and vice versa. But all this is quite un- 
true. Social output in developing in- 
dustrialism is much better thought of 
as a fan constantly opening. My more 
may very largely be a met addition to 
output. One of the basic weaknesses of 
Marxian economics is the failure to 
recognize the productive power of the 
new idea. Capital (machinery, etc.) is 
not merely “canned labor.” It may 
often also be the vehicle embodying a 
tremendously productive new techno- 
logical idea—an idea so productive that 
it may be able, at one and the same 
time, to pay both higher wages and 
higher profits. The productiveness of 
this new idea, furthermore, when first 
introduced, may bear no relation what- 
ever to the “socially necessary labor 
time” (including thought) going into 
it. Afterward the processes of “compe- 
tition and imputation” take over and 
if there are no further changes, the 
profit expectation from putting in addi- 
tional machines of the new type will be 
gradually eliminated. All this is ex- 
plained in crystal-clear language by J. 
A. Schumpeter in his Theory of Eco- 
nomic Development. Schumpeter was 
often hailed by the Marxists as the only 
bourgeois economist to understand 
Marxism. But I doubt that one theolo- 
gian in a hundred, writing on economic 
matters, ever heard of Schumpeter’s 
analysis or book. 


Following out the idea of the great 
net addition to total product from a 
new idea, Mr. Peter Drucker has re- 
marked that the distinguishing feature 
of our system is its ability to expand 
“at nobody’s expense.” This somewhat 
overstates the case and slurs over the 
very real service rendered by the inno- 
vating businessman. If society really 
could expand at nobody’s expense why 
would there ever be pressure groups? 
The fact of the matter is, as we have 
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seen, that while the fofal incomes of 
both capital and labor could be in- 
creased by a new method, this method 
virtually always at the very least in- 
conveniences some individuals. Skills 
cease to be valuable, whole towns and 
industries may become obsolete. Growth 
comes through change and produces 
change, and even under equalitarian 
communism great psychological inse- 
curities would result for some people. 
Furthermore the people thus disturbed 
have a tendency under any system to 
get together to try to stop the change. 
It will require special effort and service 
to overcome these frictions. 

But since there will always be pres- 
sure groups and resistance to change, 
the service of overcoming pressure 
groups and introducing change (sup- 
posing the change to be productive) 
will always be a valuable one. Thus 
there is a productive power in the new 
idea which can raise the incomes of 
both groups at once. And the new idea 
does not introduce itself but always 
must wait for some man to introduce 
it by overcoming the obstacles which 
society always raises—often under very 
noble slogans. 


MUTUAL BENEFIT 


But now we must ask whether the 
search for new products through new 
ideas, if motivated by or accompanied 
by the profit motive, is in itself un- 
Christian, because selfish, even though 
the rest of the community is (material- 
ly) benefited. This brings us back to 
our third point, the distinction between 
covetousness and envy on the one hand 
and “emulation” on the other. We 
have seen that getting rich doesn’t 
necessarily mean making others poor. 
Even more important for the Christian 
is the realization that trying to get 
rich doesn’t necessarily mean trying to 
make someone else poor. You may not 
be trying to spoil the other man’s 
game; you may only be wanting to 
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build up your own. It is the peasant 
who often has the greedy, tricky covet- 
ousness which the New Testament 
hates. The business attitude is often 
one of generous risky adventure. Even 
Dr. Muelder in his Religion and Eco- 
nomic Responsibility*® has to admit that 
the Wesleyan formula “gain all you 
can, save all you can, give all you can” 
had “real driving power.” Why is the 
doctrine of stewardship ungenerous? 
Once we see that my more does not 
necessarily mean your less, the major 
case against it collapses. Men can com- 
pete in many ways—for power, for 
example. Is the competition to serve 
others better necessarily sinful? I would 
suggest that even the most unequivocal 
New Testament statement, I Tim. 6:10, 
“For the love of money is the root of 
all evils,” refers to the miser and to the 
man who has let the world run away 
with him and not necessarily to making 
money constructively and in a generous 
spirit by the full use of one’s talents. 


We come now to the final task of 
this section: a discussion of the prob- 
iems which our analysis raises for the 
modern outlook. Today we hear in- 
creasingly about how men should not 
strive because if they do they will be- 
come frustrated. Plays like “The Death 
of a Salesman” confine this analysis to 
capitalist striving but, to anyone who 
thinks, the application is evidently 
much greater. One could just as well 
write the “Death of a Commissar” 
(the happy peasant boy joyously living 
on the collective farm, seduced into 
ambition to serve the state and break- 
ing himself in the bureaucratic strug- 


* Scribner’s, New York, 1953, p. 43. 
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gle). But even so all this is far too nar- 
row. If some men break themselves by 
trying to do too much, other men are 
broken by not being allowed to use 
their talents. The frustration and un- 
happiness of the creative-minded in the 
routine state is just as real as the frus- 
tration of the routine-minded in too 


unsettled a state. 


I realize that many modern theolo- 
gians consider that the pricing sys- 
tem and pecuniary emulation are, as 
such, responsible for most moral evil. 
This attitude, however, I find myself 
compelled to feel, in all sincerity, a part 
of that universal over-estimating of the 
importance of economics which charac- 
terizes our age. Granted that the love 
of money can corrupt, so can the love 
of power, and I see nothing to choose 
between the two. Indeed, I would argue 
that the first was less dangerous, in a 
competitive society, because more cir- 
cumscribed. I am as repelled as anyone 
by the vulgarity, cheapness and flashi- 
ness of much modern life. But to me 
this is due not to the pricing system 
and its productivity, but to the decline 
of the value standards which shape our 
wants—particularly to the decline of 
religion in the face of quack pseudo- 
science. In other words, the problem is 
a qualitative one. The solution, I sub- 
mit, does not lie in exploring economic 
measures as much as in the re-assertion 
of critical standards. The problem is not 
solved by stopping economic growth 
but by teaching men to use the results 
of that growth wisely. 





“The problems confronting the world in 1931 

as it moved into deflation, unemployment and depression, 
confront it today as it moves forward 

in inflation and overemployment.”’ 


OPPORTUNITY REGAINED 


BERNARD W. Dempsey, S.J. 


HE publication of the encyclical 
on the “Restoration of Social 
Order” is rightly regarded as a 
pivotal landmark in modern Christian 
social development. Every external cri- 
terion, the preparation, the occasion, the 
manner, the address, the length, the 
depth, the vigor of language labels it as 
a statement of more than ordinary im- 
portance. From such a statement should 
date recognizable progress in social doc- 
trines in every country where there are 
sufficient Catholics to compose even a 
literate and articulate minority. 
The central point of the “restoration 
of social order” is contained in n.81: 
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“The primary duty of the state and of 
all good citizens: to abolish conflict be- 
tween classes with divergent interests.” 
All of the preliminary steps—the his- 
torical introduction, the exposition of 
the doctrine of justice in property and 
wages—were but raw materials for this 
central section in which the crucial 
problem is summarized and analyzed. 
The Christian analysis of modern eco- 
nomic society is contained in the 22 
paragraphs from 76 to 98. 

Granting the critical importance of 
this section and of the doctrine con- 
tained therein (and who that has read 
them can question it) the words of Pius 
XII on May 7, 1949, have an impressive 
air. 
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Our Predecessor of imperishable mem- 
ory, Pius XI, had suggested the practical 
and timely prescription for this community 
of interest in the nation’s economic enter- 
prise when he recommended in his En- 
cyclical Quadragesimo Anno “occupational 
organization” for the various branches of 
production. Nothing indeed appeared to 
him more suited to bring economic liberal- 
ism under control than the enactment for 
the social economy of a public law statute 
based precisely on the common responsi- 
bility which is shared by all those who 
take part in production. This feature of 
the Encyclical stirred up a host of objec- 
tions. Some saw in it a concession to 
modern political trends, while for others 
it meant a return to the Middle Ages. It 
would have been incomparably more sensi- 
ble to lay aside the flimsy prejudices of the 
past and to get down to work sincerely and 
courageously to make the proposal, with its 
many practical applications, a living real- 
ity. But at present that part of the En- 
cyclical would seem unhappily to provide 
us with an example of those favorable op- 
portunities which are allowed to escape 
for want of being seized in time.* 


The pope continues in the vein that 
failure to seize the opportunity has re- 
sulted in increased “state enterprise and 
the nationalization of industry” against 
which are directed some strong basic 
statements on personal initiative and 
responsibility, the right of free associa- 
tion, the rights and responsibilities of 
individual owners of productive prop- 
erty. 

In view of the very special character 
of the encyclical on the Restoration of 
Social Order mentioned in our first 
paragraph, this sort of abandonment of 
its central proposition is an arresting 
procedure. The 25 years since the pub- 
lication of the encyclical have listened 
to a lot of talk about “vocational organ- 
ization.” Was all this for naught? And 
if it was not wholly useless, what are 
the reasons why it was less effective than 


t To the Ninth International Congress of the 
International Union of Catholic Employers, 
May 7, 1949. Emphasis added. 
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was needed, and wherein, precisely, lay 
the failure? 


The two essential ideas of that central 
portion of the encyclical were the over- 
coming of class conflict and the growth 
of organs, independent of the state, 
which would make easy the practice of 
commutative and contributive justice 
in the direction of resources, human 
and material, to the common good. 


CLASS CONFLICT 


That the first was not achieved is 
clear from Pius XII’s words one year 
later. Speaking of the improved organ- 
ization and bargaining power of labor, 
due in part to the politics and program 
of the Church, he says, 


The desire to see social policy further 
developed along these lines encounters a 
limit, and that limit is reached when the 
danger arises that the working class may 
follow in its turn the mistaken course of 
capital. That course involved the with- 
drawing of personal responsibility, chiefly 
in big business, from the private owner 
(individual or partnership) and handing 
it over to the responsibility of anonymous 
corporate groups.” 


Regardless of the application of this ad- 
monition, the supposition involved is 
clear. There is still class conflict. The 
terms have altered notably in favor of 
labor which is now in a position to re- 
peat the errors of “big business,” but 
the contest is the same. 

Even more explicitly at a somewhat 
earlier date it was found useful to say: 
“The material conditions of life and la- 
bor, taken in themselves, and resting 
upon an alleged uniformity of interests, 
can never form the basis of the unity 
of the working class.”” The continuing 
existence and importance of class con- 
flict was emphasized in a radio address 
to the national convention of German 


* To the International Congress for Social 
Study, June 3, 1950. 


® To the workers and management of F.I.A.T., 
October 31, 1948. 
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Catholics, September 5, 1949. Also, 
“there can be no natural organic unity 
among those engaged in production so 
long as . . . the concept of ‘class’ arti- 
ficially divides men in society and there 
no longer exists a spirit of cooperation 
within occupational groups.’”* 


ECONOMIC ORGANIZATION 


The second objective was restated re- 
cently: 

One of the essential points of Christian 
social doctrine has always been the affir- 
mation of the primary importance of pri- 
vate enterprise as compared to the sub- 
sidiary function of state enterprise. This 
is not to deny the usefulness and the 
necessity, in some cases, of government in- 
tervention but rather to bring out this 
truth that the human person represents 
not only the purpose of the economy but 
is its most important element.® 

More simply and concisely was the cor- 
ollary of this stated on another occasion. 
“In every era it has been necessary to 
deplore, here and there, excesses in the 
power of the state. However, in this 
era, the instances of this abnormal 
growth succeed one another almost 
without interruption; with what con- 
sequences one can see only too well.’” 
This is followed by a brief restatement 
of the principle of subsidiarity. 

Thus we may safely conclude that the 
same problems that confronted the 
world in 1931, as it moved into defla- 
tion, unemployment and depression, 
confront it today as it moves forward 
in inflation and overemployment. The 
great lessons of Quadragesimo Anno, so- 
cial justice, subsidiarity, vocational or- 


* To the Fourth Congress of the World Move- 
ment for World Federal Government, April 
7, 1951. 

To the Seventh National Congress of Italian 
Christian Employers, June 6, 1955. Lest 
we impose on these words an American 
connotation, it may be pointed out that a 
strong, non-Marxian labor movement, not 
dependent on political support, would be an 
example of private enterprise. 

To the Eighth International Congress of 
Administrative Sciences, August 5, 1950. 
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ganization, have not been developed and 
expounded. They have not been grasped 
and sold to the world. The same prob- 
lems exist in largely the same terms as 
they did 25 years ago. 


APPLICATION DIFFERS 

A good case can be made out that 
these papal statements refer primarily, 
if not exclusively, to Europe and that 
Asia and the Americas, for very differ- 
ent reasons in each case, must be re- 
garded differently. 

One can argue that in the United 
States at least the situation has altered 
in the last 25 years. Extremes of the 
distribution of income have been 
brought closer together. The union 
movement is stronger and on a broader 
base; management has accepted a more 
explicit role of social responsibility, and 
as the older belligerent union leaders 
and older intransigeant managers die off 
there is hope of some genuine industrial 
peace. Social security and group hospi- 
tal insurance programs have spread the 
risk and softened the worst blows of 
illness, old age and unemployment; the 
growth of welfare funds, pension funds 
and profit-sharing funds has created an 
enormous potential, and a sizeable actual 
investment owned and controlled in 
varying degrees by hourly rated work- 
ers—a new style of investing public. 

But how many of these changes were 
inspired by Catholic social thought and 
indeed now many of them in their means 
and manner are consistent with it? The 
desirable change in income distribution 
has been brought about almost entirely 
by the tax system. This inevitably puts 
enormous power in the hands of the fed- 
eral government both directly in the 
sums of money that it takes from citi- 
zens and equally important, indirectly, 
in the pressure it exerts on the economy, 
changing the amount and direction of 
economic activity, furnishing incentive 
for certain forms and types of conduct 
and removing incentive from others. 

In the course of these tax changes, a 
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radical shift in ideas took place. For- 
merly in the United States, the taxing 
power was a device jealously guarded 
by the people, by which the people’s rep- 
resentatives decided how much was to 
be given the government to carry on its 
affairs. It is now a device by which the 
government decides how much it is 
good to leave with the people for them 
to carry on their affairs. This has been 
carried so far that any person who puts 
his affairs in a form which avoids 1 1xa- 
tion is spoken of as cheating the gov- 
ernment, and certain tax writers like 
to speak of any activity which is not 
taxed as being by that fact subsidized. 

This is a very different thing from a 
redistribution of income arising from a 
new distribution of wealth based on a 
superior economic structure. Using the 
tax system to redistribute by the gov- 
ernment income already produced is a 
very different thing than the dynamic, 
organic redistribution spoken of by Pius 
XI in n. 57 and again in the brilliant 
summary which closes the first section 
of the encyclical (n. 75); our redistri- 
bution of wealth represents a limited 
gain in social justice and a loss in sub- 
sidiarity. 

MIXED BLESSINGS 

The expansion of the union move- 
ment in the United States gives to the 
American workers involved a more se- 
cure and more favorable place in the 
economy. Given wise union leadership, 
(cf. n. 74) this makes possible sub- 
stantial and enduring economic im- 
provement for the hourly paid worker. 
Yet this new strength has been bought 
at a cost of dependence upon govern- 
ment and politics. The intimate rela- 
tion of certain unions with political 
elements manifests itself in the in- 
creased direct political activity on the 
part of some unions, the efforts of com- 
munists to control others for their broad 
political purposes and the activity of 
certain unions in reprehensible activities 
which, if we can judge by analogy with 
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similar activities by non-union operat- 
ors, are possible only with the assured 
cooperation of local political people. 


Perhaps, the organization of large 
groups, lacking the cohesive force of a 
common traditional skill and therefore 
marked by heavy turn-over, was im- 
possible without government patronage 
and legal support. If that legal sup- 
port had merely aided in the origin of 
these bodies, who thereafter could have 
stood on their own economic feet, re- 
sults might have been different, and 
the principle of subsidiarity would have 
been working handsomely. But it has 
not so worked, and we are here con- 
fronted with a gain in objective social 
justice combined with a loss of sub- 
sidiarity function and a sharpening of 
class conflict with the state involved 
now in the conflict. 


Where I say “objective social justice,” 
I mean a condition which may be 
judged to be contributive to the com- 
mon good which is brought about by 
forces other than the exercise of social 
justice by the persons who actively par- 
ticipate in that condition. 


The conduct of Christians—be they of 
high or humble state, or be they more or 
less prosperous-—-who would not be resolute 
in the recognition and observance of their 
own social obligations in the management 
of their economic affairs would cause more 
grave consequences to the social order and 
also to the political order. Whoever is not 
ready to limit justly in relation to the 
common weal the use of his private goods, 
be it done freely according to the dictates 
of his own conscience, or even done by 
means of organized provisions of a public 
character, he is helping insofar as it de- 
pends on him to impede the indisputable 
primacy of personal impulse and responsi- 
bility in social life. In democratic systems 
one can easily fall into such an error 
where individual interest is placed under 
the protection of these collective organiza- 
tions or of a party where one seeks pro- 
tection for the sum total of individual in- 
terests, rather than the promotion of the 
good of all; under such a guise, the econ- 
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omy becomes easily subject to the power 

of anonymous forces which dominate it 

politically.” 
SOCIAL COST 

The value of social security in the 
United States for the promotion of the 
ends of social justice seems at the pres- 
ent moment to be great. The number 
of persons eligible for old-age benefits 
is small and payments therefore have 
not been burdensome. Unemployment 
benefits have not been heavy for any 
prolonged period of time. Meanwhile, 
survivors benefits have been paid in 
cases having a strong human appeal. 

The administrative costs of these few 
benefits have meanwhile been impres- 
sive. The full significance of the oper- 
ation will be revealed only with the 
passing years as more and more persons 
annually become eligible for old age 
benefits, and it becomes clear that their 
“insurance” payments were merely a 
form of poor man’s income tax. The 
net result of all the payments (which 
have, of course, currently been spent) 
is to leave the federal government in 
a slightly better credit position, able to 
borrow a trifle more cheaply. The gov- 
ernment spending has, of course, been 
competing with the dollar of the “in- 
sured” in current spending and will do 
so again when either bank borrowings 
or open inflation are resorted to to 
make the payments. 

This is perhaps the simplest case in 
which apparent gains in social justice 
have been made only by doing violence 
to subsidiarity. It would have been 
perfectly possible to require by law 
that employers take out insurance with 
commercial companies who would in- 
vest, not spend the money. If deemed 
necessary a residual government aid in 
the form of an ultimate discounting 
agency analogous to the Federal Land 
Banks or the Federal Home Loan Banks 
could have been erected to handle dis- 
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* Christmas Eve Address, 
January 3, 1955. 


44 


astrous emergencies which might freeze 
all companies at once. This would have 
resulted in economic investment which 
would have enhanced the value of the 
insured’s dollar while lowering his cur- 
rent living costs. Inflation would have 
played a role only as the extreme resort 
in catastrophic situations, as it should. 
But in this case the insured would only 
have been helping themselves, they 
would have had no one to be grateful to 
or upon whom to be dependent in the 
future. 
PRIVATE FUNDS 

In spite of some unsavory episodes cur- 
rently in the papers about private wel- 
fare funds, they and the kindred funds 
are one of the bright spots in the pic- 
ture. Actually most of the scandals 
seem to refer to maneuvers about the 
commissions for placing the funds rath- 
er than misappropriations of the funds 
themselves, though a few cases of the 
latter seem to be verified. As far as 
the commissions go, it is a matter of 
secondary importance to the beneficiary 
whether the commissions are paid to 
the authorized agent of an established 
company or whether some of “‘the boys” 
organize themselves as an intermediary 
and take this cut. The commission 
will probably be paid in any case. Mis- 
appropriation of funds, especially their 
use for political purposes without the 
knowledge of the rank and file, is of 
course a different matter. The worst of 
this is that it will probably lead to po- 
litical intervention to “protect” the 
beneficiary, and the last state will be 
worse than the first. 

Nevertheless, despite this unsightly 
complexion of adolescence, the growth 
of welfare, pension and profit-sharing 
funds is an impressive process. The 
annual rate of accumulation is now 
estimated as in excess of $2 billion, and 
this is only a beginning. Some of these 
funds are on a current basis, designed 
so that annual receipts approximate 
annual outlays; some are profit-sharing 
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plans and cash plans which are dis- 
bursed currently and become current 
income to the recipient. But the great 
bulk of them are funded in some fash- 
ion or other and are thus investment 
funds. 

We have here a process by which 
large numbers of American workers are 
becoming investors at least vicariously 
and supplementing their wage-earnings 
with payments which have their origin 
in interest, rent and profits. On such 
a large scale, and potentially a vastly 
larger scale, this is a new thing on the 
face of the earth, a genuinely American 
contribution to economic life, not per- 
fect but amendable as it grows. Be- 
cause owners and workers are partici- 
pants, social justice is promoted sub- 
jectively as well as objectively, and 
because the funds are self-administered, 
subsidiarity thus far has been well ob- 
served, 

All of these apparent. gains have been 
inflationary sea. 


launched upon an 
World War IL and the Korean War 
aided greatly in furnishing pretexts 


for continued inflation. Nevertheless, 
the new income distribution, the power 
of the new unions to maintain member- 
ship enthusiasm by obtaining wage in- 
creases, the light burden which social 
security has seemed to be and the pay- 
ments into welfare and other funds 
have all been riding on a rising infla- 
tionary tide which makes such pay- 
ments easy. None has been tried in 
periods of economic stability when in- 
creased efficiency reduces costs which 
are passed on to the consumer in the 
form of lower prices. 

The rising tide has been exhilarating, 
but such tides in the past have always 
guaranteed their own whirlpools and 
rip-currents which do harsh things to 
the unwary. Therefore even appraisal 
of these advances must await the test 
of whether they can be consolidated 
and secured without requiring further 
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inflation to do further violence to sub- 
sidiarity. 
MISSED OPPORTUNITY 

These observations do not mean that 
the encyclical on the Restoration of 
Social Order has had no effect on Amer- 
ican Catholic social thought and action. 
It simply means that the basic central 
notions have been largely ignored. 
Meanwhile, the encyclical has served 
admirably as a source of quotations in 
support of whatever anybody was in 
favor of, for whatever reason. It has 
served like the wardrobe of a theatre 
where one could go and get handsome 
garments with which to clothe his 
ideas. A spectator could be impressed 
with a very large number of such well 
clothed ideas and still have no idea 
what the play was about. Indeed, since 
the drama, Q.A., centered around the 
resolution of a factitious conflict, with 
praise and blame for both parties to 
the real but needless struggle, judicious 
selection could create quite a range of 
false ideas one could get about the 
drama. 

The preoccupation with social justice 
(or injustice) objectively considered 
has been particularly widespread in the 
United States. Social justice, as all 
forms of justice, is a virtue. “Just” as 
an adjective is correctly, but only in 
a derivative sense, applied to an imper- 
sonal thing such as a wage, a contract, 
a system of property tenure. But justice 
properly so-called resides only in per- 
sons. The great merit of social justice 
is that it lays its heavy hand indis- 
criminately on all members of a com- 
munity, who are bound to contribute 
to the good which is common to that 
community. When we say, “social 
justice demands” and proceed to outline 
an objective condition without clarify- 
ing to the necessary contributors the 
motives why they must contribute, we 
may be talking about a highly desir- 
able result, but we really are not talk- 
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ing about justice as a virtue. And 
talking about social justice as an ob- 
jective condition can easily make us 
sound as though we thought it was a 
fine virtue for others to practice. 


WORK OF OTHERS 


Meanwhile, some substantial prog- 
ress has been made by scholars and 
writers in America who, as far as is 
known, drew no inspiration from the 
encyclical. Careful study, thoughtful 
analysis and common sense have 
brought an increasing number of influ- 
ential Americans to ideas, incomplete 
perhaps and imperfectly integrated, but 
as far as they go, sound in themselves 
and consistent with encyclical doctrine. 
To mention but a few, untimely death 
prevented Russell Davenport from de- 
veloping his “middle way,” “the expan- 
sion of private initiative for social 
goals.” 

Socially oriented private initiative does 
in fact already exist and . . . plays a very 
great role in American society. American 
practice in this regard has outstripped the- 
ory. ... We observe all about us the desire 
of Americans of all classes and walks of life 
to be good neighbors, to improve their 
communities, in short, to act and think in 
a socially responsible manner.* 


This inornate description of social 
justice is followed by an equally good 
and equally homespun analysis of sub- 
sidiarity. Dean David, formerly of 
Harvard, Peter Drucker and Walter 
Lippmann have all shown noteworthy 
grasp of these concepts in their own 


terms and language. And Frederick 
Hayek and Max Eastman come gallop- 
ing from opposite directions to ap- 
proach the same middle ground. And 
these names are but a few of what 
could be a long list. 

Are the children of this world still 
wiser in their day and generation than 


® Russell Davenport, The Dignity of Man, 
Harper, New York, 1955, pp. 309-10. 
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the children of light? Whatever ob- 
stacles may have stood in the way of 
European Catholics, preventing them 
from using the sound philosophy they 
possessed, those reasons cannot be a 
valid explanation why “our favorable 
opportunity” escaped “for want of be- 
ing seized in time.” We had leaders 
of thought of the greatest possible gen- 
eral acceptance seeking to find these 
very ideas. 
UNIQUE SITUATION 


We have in the United States some 
peculiarly American social-economic 
problems, developments that belong to 
the new world and fully merit the at- 
tention of scholars capable of applying 
constructively the principles of the en- 
cyclical. The most obvious of these is 
the giant corporation in production and 
distribution. To some people, the mere 
mention of giant corporation conjures 
up “malefactors of great wealth,” by 
nature the enemies of the people. 

Whatever may have been true in 
Europe or even in America during the 
nineteenth century with the corpora- 
tions then regarded as big, many large 
American corporations dare not be ene- 
mies of the people. Of the 21 indus- 
trial corporations listed as having sales 
of over one billion dollars in 1954, eight 
of them have sales organizations that 
bring them in direct touch with 
consumers: General Motors, General 
Electric, Swift, Chrysler, Armour, 
Westinghouse, Western Electric and 
National Dairy. Seven more, the large 
oil companies, are likewise in contact 
with the consumer, through intermedi- 
ate steps terminating in the filling sta- 
tion and the fuel oil truck. Even U. 
S. Steel, whose basic, heavy products 
are never bought as such by a con- 
sumer, has found it useful to set up a 
radio program to court the public as 
has Ford, which does not publish sales 
figures. If this is true of corporations 
that can properly be described as pri- 
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marily industrial how much more true 
is it of distribution businesses like A and 
P, Sears, National Tea, Jewel, Penney. 
Or companies whose production natur- 
ally goes straight to the consumer like 
Proctor and Gamble? 

The significance of this contact with 
the consumer is this. The peculiarity 
of the giant American corporation is 
that it is geared to mass production 
with a small profit per unit, rather 
than to wide loose margins on a small 
output produced at high costs. Broad 
distribution is essential to such organi- 
zations; fixed charges mount so rapidly 
in such circumstances that it takes only 
a few really bad years to ruin a once 
profitable operation. 

This has two genuinely democratic 
connotations, first that it is a good 
thing to produce even semi-luxuries for 
the great mass of the people (who 
must have incomes to buy them) and 
second, that such companies simply 
dare not risk a serious impairment of 
their public acceptance. Such com- 
panies are too vulnerable; even mod- 
erate departure from rated capacities 
can send costs up in the air. This is 
the basic reason why public relations 
replaced public-be-damned policies. 

BIG GOVERNMENT 


The second big problem is the prob- 
lem of giant government. War has 
made it easy to extend the control, di- 
rect and indirect, of the government 
over economic life, and regardless of the 
validity of the initial provocation, once 
begun, it tends to endure. The very 
size of the corporations mentioned 
above can make them attractive politi- 
cal targets, although in the A and P 
case that policy back-fired. 

Our country has produced a new 
combination—big business that, because 
of its very size, is dependent on public 
approval. Orientation of such busi- 
nesses to the common good without 
government action can be a much 
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easier task than it would have been 
fifty years ago, when a smaller monop- 
olist could go his own way or shut 
down without too great loss. This new 
complex has been long in forming. Has 
Catholic social thought influenced it? 

If we judge that we have not in- 
fluenced this movement just when it is 
most fluid and plastic, perhaps the rea- 
son would occur to one who ponders 
the following admonitions. “It would 
surely be unthinkable for the sons of 
the Church to abstain from research 
and study just at the time when wrong 
applications of science and the enchant- 
ment of relativism in philosophy shake 
the most fundamental principles and 
the most essential values in minds 
which are weak and anxious.” 

The following remarks refer to fiscal 
policy which in the last fifteen years 
became almost coextensive with econ- 
omics, giving the statement correspond- 
ingly wider application. 

Indeed, many people—too many people 
—are led by their own interest, by partisan 
feelings and more by sentiment than rea- 
son. These improvised politicians and 
economists approach and treat the finan- 
cial and fiscal problems with as much 
ardor and impetuosity, with as much con- 
fidence and carelessness as their incompe- 
tence is greater. Sometimes they do not 
even seem to realize the necessity of careful 
studies, inquiries, numerous observations 
and comparative experiences in solving 
these problems.*° 

In the domain of social economy, the 
duty pressing for attention is the judicious 
adjustment of production to consumption 
on the basis of human need and human 
dignity. . . . There before you is the prob- 
lem on which we should like to see the 
theorists and practical leaders of the Cath- 
olic social movement concentrate their at- 
tention and bring their studies to bear."* 


* Pius XII to the 21st World Congress, Pax 
Romana, August 19-27, 1950. 

°Pius XII to the International Institute of 
Public Finance, October 3, 1948. 

‘International Congress for Social Studies, 
June 3, 1950. 
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Quadragesimo Anno 


The official Latin text of Q.A. appears 
in Acta Apostolicae Sedis, 23 (June 1, 
1931) 177-228. There are numerous Eng- 
lish translations published by, e.g., Ameri- 
ca Press, N.C.W.C., Paulist Press, Catho- 
lic Social Guild (Oxford). The text is 
contained in Joseph Husslein, S.J., Social 
Wellsprings, II, Bruce, Milwaukee, 1949, 
pp. 174-234. A useful text is Francis J. 
Brown, Social Justice in the Modern 
World, Outline Press, Chicago, 1947, v, 
84 pp. 


The best complete commentary on the 
text in English is still Oswald von Nell- 
Breuning, S.J., Reorganization of Social 
Economy, Bruce, Milwaukee, 1936, xiii, 
485. Charles Bruehl, The Pope’s Plan for 
Social Reconstruction, Devin-Adair, New 
York, 1939, xii, 356, outlines the theo- 
retical framework of Q.A. J. Messner, 
Social Ethics, Herder, St. Louis, 1949, xiii, 
1018, is a systematic treatise dealing with 
many other topics, but it presents the sub- 
stantial thought of O.A. The same can be 


said for John F. Cronin, Catholic Social 
Principles, Bruce, Milwaukee, 1950, xxviii, 
803 pp. Raymond J. Miller, C. Ss. R., Forty 
Years After, Radio Replies Press, St. Paul, 
Minn., 1947, xvii, 332, is a commentary 
stressing American economic conditions. 


J. L. Benvenisti, “Eight Years After,” 

Dublin Review, 205 (October, 1939) 327- 
43, surveys the early reception of Q-A. 
Friedrich Baerwald, “Labor Encyclicals 
Today,” Thought, 26 (June, 1951) 165-79, 
gvaluates Q.A. after twenty years. 
Pesch Richard E. Mulcahy, S.J., The 
Economics of Heinrich Pesch, 
Holt, New York, 1952, xii, 228, is an ex- 
position of important background material 
on the encyclical. See also the same au- 
thor’s “Welfare Economics of Heinrich 
Pesch,” Quarterly Journal of Economics, 
63 (August, 1949) 342-60; Franz Mueller, 
Heinrich Pesch and his Theory of Christ- 
ian Solidarism, College of St. Thomas, St. 
Paul, Minn., 1941, 50 pp. and the Pesch 
Symposium, sOcIAL orpER, 1 (April, 1951) 
145-92. 
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Friedrich Baerwald, ‘“So- 
cial Justice and the Dis- 
tribution of Wealth,” Thought, 10 (De- 
cember, 1935) 480-500; William Ferree, 
The Act of Social Justice, Catholic U. 
Press, Washington, 1945, 221; John E. 
Cantwell, “A Fourth Species of Justice,” 
SOCIAL ORDER, 4 (June, 1954) 272-76. See 
also: Marie Louise Martinez, “Distribu- 
tive Justice according to St. Thomas,” 
Modern Schoolman, 24 (May, 1947) 208- 
23. 


Social Justice 


Johannes Messner, “Free- 
dom as a Principle of So- 
cial Order,” Modern Schoolman, 28 (Janu- 
ary, 1951) 97-110, establishes the basis of 
subsidiarity in man’s right and need to act 
for himself; J. F. Kenney, “The Principle 
of Subsidiarity,” American Catholic So- 
ciological Review, 16 (May, 1955) 31-36 
and Henry J. Schmandt, “State Interven- 
tion—When?” soctAL orpeR, 4 (December, 
1954) 435-40, are expository articles pre- 
senting the principle. 


Subsidiarity 


Karl J. 
“The Industry 
Council System and the Church’s Pro- 
gram of Social Order,” Review of Social 
Economy, 10 (September, 1952) 97-107; 
Joseph P. Fitzpatrick, “The LC.P. as a 
Form of Social Organization,’ American 
Catholic Sociological Review, 14 (October, 
1953) 146-55; Francis J. Haas, “Labor, 
Management and Government,” Catholic 
Mind, 47 (January, 1949) 1-9; Oswald 
von Nell-Breuning, “Vocational Order and 
Monopoly,” Review of Social Economy, 
9 (September, 1951) 89-111; Josef Sol- 
terer, “Quadragesimo Anno: Schumpeter’s 
Alternative to the Omnipotent State,” 
Review of Social Economy, 9 (March, 
1951) 12-23; Bernard W. Dempsey, 
“Economic Community,” SOCIAL ORDER, 5 
(April, 1955) 147-54. Philip S. Land, 
“International Bibliography on Vocational 
Order,” socrAL orper, 3 (March and Sep- 
tember, 1953) 174-92 and 290-300; Philip 
S. Land, “Protestants on the I.C.P.,” 
SOCIAL ORDER, 4 (January, 1954) 7-12. 
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